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PREFACE 


ANDREW W. MELLON is perhaps the only great 
public figure who has not been made the subject 
of a biography. There are several reasons for 
this, chief of which is the natural modesty of the 
man himself. Like most great men, he does not 
realize his own importance. He refuses to believe 
that the story of his life is sufficiently interesting 
to warrant placing it between the covers of a book. 

But it is. There is no more interesting man in 
America today than Andrew Mellon. No “rags 
to riches” story is his—the late Horatio Alger, 
Jr., would not have considered him a satisfactory 
hero—but he is well worth writing about and read- 
ing about, nevertheless. Just because he was born 
to fortune does not mean that his story is lacking 
in romance. It isn’t. On the contrary, his life has 
been replete with romance—the romance of 
achievement ! 

In presenting this biography of Andrew W. 
Mellon to the public, we make no claim that it 
describes every act of his life. Frankly, it doesn’t. 
Andrew Mellon has spent seventy-four years upon 
this planet, and most of those years have been 
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crammed with accomplishment. To completely 
describe every detail of a life so full would require 
not one but several books. The present writer has 
confined himself to the more important phases of 
Mr. Mellon’s career, omitting those minor details 
which are not essential to the interest and com- 
prehensiveness of the book. 

The material for this biography was obtained 
from numerous sources: old college chums, former 
business associates, and many others who can 
proudly say, “I knew him when—” To these good 
people we are deeply indebted for their kindness 
in supplying us with data, and we want them to 
feel that they had a hand in the making of this 
book. 

But gathering material for a biography is one 
thing, and writing it is another. In the writing of 
this book we were helped immeasurably by the 
many valuable suggestions of Mrs. Hugh Forsythe. 
To her we are also indebted, and we want her to 
feel that she, too, had a hand in the making of 
ANDREW W. MELLON, THE MAN anv His Work. 


PHIETP-H-LOVE: 
Baltimore, Md. 


September, 1929. 
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Andrew W. Mellon 
The Man and His Work 


PART I 


1 


To say that Andrew Mellon is “the greatest 
Secretary of the Treasury since Alexander Ham- 
ilton,” is to do Mr. Mellon a great injustice. And 
to say, as Reed Smoot once said, that Andrew 
Mellon is “the greatest Secretary of the Treasury 
this country has ever known, not excepting Alex- 
ander Hamilton,” is to do Mr. Hamilton an equally 
great injustice. For the one hundred and twenty- 
six years between Hamilton’s resignation and Mel- 
lon’s appointment brought so many and such great 
changes that it is impossible to compare the two 
men or their work. 

Alexander Hamilton, as everyone knows, was 
our first Secretary of the Treasury. When he was 
appointed to that high office, in 1789, the United 
States was an infant among nations. The Revo- 
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lutionary War had just been fought and won, and 
the new republic was as poor as the proverbial 
country cousin. As Secretary of the Treasury, 
Alexander Hamilton showed a remarkable grasp of 
problems, being responsible for the establishment 
of a national bank and a United States mint, for 
the organization of a capable Treasury department, 
for the imposition of customs and excise duties, 
and for the assumption by the nation of the Revo- 
lutionary debts of the States. His task was a 
prodigious one, and he is worthy of the high place 
in history which he holds. 

But no less prodigious has been the task of 
Andrew Mellon. Called to the Treasury at the 
close of the greatest war in the history of the 
world, he was confronted by problems which no 
other Secretary of the Treasury had ever been 
asked to solve. Refunding the public debt, bal- 
ancing the budget, reducing the high taxes caused 
by the war, and funding the foreign war debts 
comprised the Gordian knot which he was urged 
to unloose. And with the double-edged sword of 
intelligence and concentration, he has proved that 
he, too, is worthy of his place in history. 

Let us say, then, that Alexander Hamilton was 
a great Secretary of the Treasury, and so is 
Andrew Mellon. Let us remember, however, that 
each stands alone, and that there can be no com- 
parison of either the men or their work. 
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Andrew William Mellon was born in Pittsburgh, 
Pennsylvania, on March 24, 1855. His father, 
Thomas Mellon, had emigrated to this country 
from County Tyrone, in Northern Ireland, whence 
came the original Scots. Settling in Pittsburgh, 
the elder Mellon met and fell in love with Sarah 
Jane Negley, whom he married. As a means of 
livelihood, he took up the practice of law, and be- 
came judge of the Court of Common Pleas in 
Allegheny County, Pennsylvania. Always a disci- 
ple of “Poor Richard,” he was constantly saving 
money and investing it in enterprises that appealed 
to the instincts of his Scotch ancestry. Retiring 
from the bench in 1869, he established a private 
banking house, the chief function of which was to 
make loans to aspiring and needy young business 
men. Miuillionaires were rare in those days, but it 
was not long before Tom Mellon was reputed to 
be a millionaire—‘‘Perhaps justly so,” he said. 

Taking as his motto Cassis tutissima virtus, 
Thomas Mellon believed in a combination of in- 
tegrity, industry and thrift as a basis of credit. 
Once, for example, two brothers asked the bank 
to lend them enough money to enter the bridge- 
building business. The big idea was all they had— 
that and character. And believing in the former 
and recognizing the latter, Tom Mellon set the 
brothers up in business, giving each of them one- 
fifth and keeping three-fifths for himself. There- 
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after the brothers were solely responsible for the 
success of the venture, and it was highly successful. 

There was never any doubt as to what Andrew 
Mellon would be when he grew up. Intimate of 
the Carnegies, the Fricks, and all the other Pitts- 
burgh families of fortune, it was the most natural 
thing in the world that Judge Mellon should rear 
his son to the profession of finance. Perhaps, like 
most boys, his earlier ambitions included such red- 
blooded careers as killing Indians, fighting fires 
or capturing dangerous criminals. One can even 
imagine him, a boy of nine or ten, telling some of 
his playmates: “When I grow up I’m going to be 
a banker, like my father!’ 

Andrew received his early education from his 
father, who instructed him not only in Reading and 
’Riting and ’Rithmetic, but also in some of the rudi- 
ments of business and finance. This training was 
supplemented by several years in Pittsburgh’s pub- 
lic schools. Then, in 1869, he became a student at 
the Western University of Pennsylvania (now the 
University of Pittsburgh). 

The university stood at the corner of Ross and 
Diamond Streets, in the heart of the downtown 
business district. Having neither dormitory nor 
campus, the students lived in their homes or in 
scattered boarding houses, and the classroom was 
practically their only meeting place. That intimate 
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fellowship which is such an engaging feature of 
modern college life was almost entirely lacking. | 

The Class of ’73, however, of which Andrew 
Mellon, was a member, had spent eight years to- 
gether, having come up into the college from the 
preparatory department of the University. It had 
a vigorous class spirit. 

In the middle of the Junior year, the Class of 
"73 was joined by a boy named Joseph Duff. The 
sons of some of Pittsburgh’s first families were 
members of that class, and the new student found 
the surnames of those boys familiar. He was espe- 
cially anxious to identify Andrew Mellon, whose 
father was an old acquaintance of his father. 

“Andy,” as the present Secretary of the Treas- 
ury was known to his fellow students, was then 
about seventeen years old. “I recall distinctly his 
appearance,” says Joseph Duff, now a retired 
Presbyterian minister. “He was slight and hand- 
some, with a round, fair face and light hair. He 
was quietly cordial when I introduced myself.” 

Noted for its correct behavior and excellent man- 
ners, the Class of 73 stood ace-high, as the saying 
is, with the professors. Indeed, one of the most 
beloved members of the faculty, when he bade 
the class farewell, remarked: “I may have had 
more brilliant classes, but never one more gentle- 
manly.” > 

Of course, the boys, having their full share of 
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animal spirits, were none too well pleased with that 
equivocal compliment. As Mr. Duff puts it: “If 
we were gentlemen, as we trusted we were, why 
should he emphasize our virtues at the expense of 
our gifts?” 

Besides, the professor, a brother of the famous 
Samuel P. Langley, was an admirer of talent as 
well as of character. And had it not been the talk 
of the class and its teachers that there were two 
members of ’?73 whose extraordinary ability gave 
the class so high an average that it feared com- 
parison with no other class, preceding or 
succeeding? 

One of these two brilliant students took the 
valedictory and a “Double first.” Once, in the 
course of a recitation in philosophy, when Butler’s 
Analogy was the text-book, the professor asked a 
question which, he said, he had asked in vain of 
every preceding class. Turning to the class 
philosopher, he said: “What is your answer, 
Butler ?” 

The class, of course, made merry over this con- 
founding of a mere student with an eminent 
philosophical writer. The professor did not flinch, 
however; he waited for the answer, and it came. 
The boys discussed the incident and agreed that had 
the Bishop himself been present, he would have 
been delighted with so bright a youngster. 

The other boy whose mind, professors and 
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students alike agreed, was of the first order was 
Andy Mellon. Whether or not he was aware of 
his own ability, no one knew. Shy to a painful 
degree, he gave no sign of having an exalted opin- 
ion of himself. 

The class, however, knew him for what he was: 
agenius. “So authentic was our discovery of him,” 
says one of his classmates, “that his career has 
fully confirmed our early conception of the quality 
of his mind. His large experience in business and 
finance and public service has merely broadened 
out the powers that were in adequate evidence in 
the classroom.” 

He seemed to put his mind alongside of what- 
ever was his problem and live with it until he had 
absorbed all its contents. And that, as historians 
and biographers will tell you, is nearly always an 
authentic mark of genius. That, for example, was 
the method of Sir Isaac Newton. He steadily 
meditated on gravitation until he saw and recog- 
nized its law. He said of his thinking that his 
mind worked on a problem as the eye watches a 
ship come into port through a heavy fog. Grad- 
ually clearing itself of vagueness, the ship sud- 
denly bursts into plain view—and so, too, said 
Newton, did his discovery. The undergraduate 
Andy Mellon had this quiet, penetrating, clarifying 
imagination. He thought each obscurity clear. 

“We were on the finals of our course in physics, 
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I think, or perhaps chemistry,” relates one of his 
college chums. “The examination was oral. One 
and another of us had stood up only to sit down 
in humiliation. But when it came Andy’s turn— 
he knew everything!” 

In the daily recitations he had not seemed so 
much better than the rest of the class. But all 
the while he had been absorbing the whole matter 
by steady deep thinking. 

“That seemed the way his mind worked,” says 
one who knew him then. ‘‘Perhaps—I do not know 
—it is still the process of that clear thinking which 
has solved so wonderfully those after-the-war prob- 
lems in finance that have confronted him as Secre- 
tary of the Treasury under three successive admin- 
istrations. We who knew the University boy have 
recognized in the marvelous state papers and 
financial achievements of the brilliant statesman that 
have astonished the nation and the world, the very 
profound, luminous meditative mind that we saw 
working in the classroom.” 
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WirTH June just around the corner, the Class of 
"73 was busily preparing for the final examinations 
and Commencement. Never very strong physically, 
Andrew Mellon may have felt, like many another 
man of destiny, that he needed to reserve his energy 
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for the long and strenuous career that lay before 
him. At any rate, he did not demur when his 
father advised him to leave the University without 
his diploma. In fact, he welcomed the suggestion, 
he says, because he thereby got out of making his 
graduation speech. 

After he left the University, Andrew and his 
younger brother, Richard, borrowed enough money 
from their father to organize a lumber business at 
Mansfield (now Carnegie), Pennsylvania. The 
venture proved successful from the start, and the 
boys surprised and delighted their father by quickly 
repaying the loan with interest. Then, seeing un- 
mistakable signs of an approaching slump, they 
sold the business—at a profit. Their father was so 
well pleased that he invited them into his bank. 

Andrew was only eighteen then, but wise Judge 
Mellon, knowing that responsibility builds both 
character and ability, gave him full authority to 
grant loans as he saw fit. The Mellon bank, ante- 
dating by many years the establishment of national 
banks, was one of the most important financial 
institutions in Pittsburgh. It was conducted on a 
plan somewhat as follows: 

Find an honest man who is capable of running a 
business. Give him all the capital he needs, taking 
shares in the business and giving him free rein to 
conduct the business in his own way. When the 
loan is repaid, find other men of honesty and ability 
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who are in need of financial backing, and lend them 
the money under the same conditions. Opportunity 
is thus given to men of special ability, and they in 
turn give employment to a great many others. 

Andrew Mellon was not quite twenty years old 
when his father sent him to investigate a loan made 
to a business man who was unable to meet his 
interest payment. Andrew was instructed to learn 
all the facts about the man and his business, and 
form an opinion as to how the bank could get its 
money back. Judge Mellon was surprised when 
his son returned and advised him to lend the man 
$40,000 more. The additional capital was supplied, 
however, and the business prospered. When the 
man died he left more than $2,000,000. 

Meanwhile, the man to whom Andrew had made 
his first loan was not doing so well, and Judge 
Mellon remarked to one of his clerks: “I hope 
Andrew’s loan goes bad—it would be a good lesson 
for him!” 

The loan did not “go bad,” however, and within 
a few years—before he was twenty-five—Andrew 
had taken over the entire management of the bank, 
and his father had virtually retired. Five years 
later Judge Mellon deeded all of his property to 
Andrew to manage and to divide among the other 
children. 

Once to every man comes the Big Idea, and lucky 
is he who is able to develop it into a reality. Henry 
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C. Frick, a clerk in the Overholt distillery, num- 
bered himself among the world’s most unfortunate 
individuals when his Big Idea found him wanting 
the wherewithal to actualize it. For every dollar 
that he lacked, however, he had at least two dollars 
worth of courage, and it did not take him long to 
make up his mind to petition the Mellons. 

To Andrew Mellon he explained that he wanted 
to buy some land in the Connellsville coal region 
and build several coke-ovens. Liking the young 
man’s looks and believing in his Big Idea, Andrew 
lent him $20,000, taking a mortgage on the land. 
The business prospered, and Frick had no difficulty 
in borrowing first $40,000, then $50,000 on the 
same basis. Soon his business reached such pro- 
portions that mortgages were no longer necessary 
to secure loans. 

Andrew Mellon and Henry Frick, liking each 
other from the start, became lifelong friends. They 
shared in many business ventures, including two 
distilleries, and when Frick died Andrew Mellon 
became the trustee of his huge estate. 

In order to obtain some steel work for another 
enterprise in which they were interested, the 
Mellons once acquired, at a very low price, an old 
bridge-building plant. Not being familiar with the 
bridge-building business and needing some one to 
run the plant, they invited two experienced young 
men to join them. A company was formed in 
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which the Mellons had three-fifths interest and the 
young men two-fifths. The latter managed the 
business so well that it soon became one of the 
largest organizations of its kind in the United 
States. Speaking of the Mellons, one of the young 
men said: 

“They have never interfered in any way in the 
management of the business. We have never had a 
harsh word from them, nor a word of criticism for 
any of the mistakes we have made. Their advice 
has been invaluable. Our entire success has been 
due to them.” 

And many another man might say the same! 
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More THAN a quarter of a century ago the bank 
of Thomas Mellon & Sons became the Mellon 
National Bank of Pittsburgh, with Andrew Mellon 
as its president. Today it is recognized as one of 
the most important financial institutions in the 
country, and an entire block of Smithfield Street 
is beautified by its imposing Doric architecture. 
Its spacious loggia, gleaming with marble and gran- 
ite and bronze, is one of the most majestic in 
America, and is worth traveling miles to see. 

And on the second floor of this impressive build- 
ing Andrew Mellon had his offices. To these offices 
he came each morning at nine o’clock, to sit in a 
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thronelike swivel-chair behind a massive glass- 
topped desk and rule the vast empire of Mellonia. 

Unlike most rich men’s sons, Andrew Mellon had 
taken his father’s fortune and, instead of squander- 
ing it, increased it. Under his guidance the Mellon 
fortune had grown as a sort of huge revolving fund 
for the promotion of enterprises and the employ- 
ment of people in the Pittsburgh area. Mellon 
dollars were invested in steel, railways, linseed 
oil, traction, water-power, public utilities, construc- 
tion, coal and coke, insurance, electricity, plate 
glass, locomotives, ships, iron castings, stationary 
engines, motor-trucks, gun-carriages, steel cars, 
towns, whatnot. 

These were Mellonia. And in all the world of 
business there was no mightier empire. Extending 
into every nook and cranny of America, it was also 
allied with international banking and finance in 
many directions. As its ruler, Andrew Mellon 
dealt in sums that would have staggered the imag- 
ination of many a real monarch. He it was who 
broke the monopoly of the Standard Oil Company 
in Pennsylvania by building a rival pipeline across 
the State from the western oil region to the Dela- 
ware River. Operating their own fleet of tank 
ships, he and his brother and their associates 
developed oil-producing and refining and transport- 
ing companies which made them the second largest 
producers in Mexico. 
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Thus Mellonia grew. And Andrew Mellon grew 
with it—in power, but not in self-esteem. He re- 
mained—and still remains—the same modest soul 
he always was. 

A story told by one of his business associates is 
illustrative of his thoughtfulness and kindliness. “I 
was employed years ago by one of the companies 
in which Mr. Mellon was interested,” this man 
relates. “I met Mr. Mellon once, but had no reason 
to suppose he would remember me. One day he sent 
for me tc come to the bank. When I arrived he 
explained in some detail that money was getting 
scarce and that one of the banks of which he was 
director was going to call a loan made to me some 
time before. He did not like to ask the other 
directors not to call it, but he had deposited the 
amount of the loan to my account in his bank.” 

Is is any wonder that Andrew Mellon was loved 
by men and adored by women? 

And yet the breath of romance did not touch his 
life until he was forty-five years old. Perhaps he 
was too busy directing the affairs of Mellonia to 
give any time to the cultivation of affairs of the 
heart. Or perhaps, like many another business 
man, he was too interested in his business to feel 
the need of feminine companionship. 

But Nora McMullen made him realize that even 
a life so full as his needed romance to make it 
complete. And so, in 1900, he married her. 
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To them were born two children, Ailsa and Paul. 
The former married the son of William Cabell 
Bruce, a Democrat who served the Maryland Free 
State long and faithfully in the Senate. Recog- 
nized as one of the brainiest men in Congress, Sen- 
ator Bruce never permitted his Democratic affilia- 
tions to overpower him, and he has “gone Repub- 
lican” several times. His defeat in 1928 by Phil- 
lips Lee Goldsborough, Governor of Maryland in 
the pre-Ritchie era, was even more surprising than 
the marriage of his son and Ailsa Mellon. There 
is an old saying that “politics makes strange bed- 
fellows.” Well, so does matrimony... 

As for Paul Mellon—he is an intelligent, clean- 
cut chap, and his famous father is very proud of him. 

Nora McMullen was many years younger than 
Andrew Mellon. Perhaps that is why their mar- 
riage was not successful. At any rate, they were 
divorced in 1911, after only eleven years of mar- 
ried life—and perhaps still fewer years of marital 
happiness. According to newspaper accounts pub- 
lished at the time, Mrs. Mellon received a settle- 
ment of $3,000,000. 
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THE Mellon Institute of Industrial Research was 
founded in 1913 by Andrew and Richard Mellon 
aS a memorial to their father. The late Robert 
Kennedy Duncan was its first director. The purpose 
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of the Institute is to conduct skilled research and 
investigation into physical science and technology 
as an aid to industry. It is not a commercial enter- 
prise, and its sole object is to benefit American 
manufacturers through practical codperation be- 
tween industry and science. 

This cooperation may be obtained by any reput- 
able manufacturer who is willing to become the 
Donor of a Fellowship. The only requirements are 
_ the signing of a formal agreement stating the rela- 
tions of the Donor, the Institute and the Fellow, 
and the contribution of a foundation sum for a 
period of not less than one year. This sum must 
be large enough to pay the salary of the Fellow 
and to permit the purchase of all necessary special 
equipment. The Institute gives the Fellow a room 
in which to work, the use of its own equipment and 
library, and the supervision and cooperation of its 
administrative officers. The results obtained dur- 
ing the course of the year belong exclusively to the 
Donor. 

The story is told of a prospective Donor who was 
being conducted through the building by Andrew 
Mellon himself. Upon entering the Laundry Fel- 
lowship room the not-quite Donor exclaimed: 

“What the dickens has a laundry to do with 
chemistry?” 

Mellon explained that while chemistry played a 
part in the routine analyses of soaps, water soft- 
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eners, blues, bleaches, etc., what the Laundry Fel- 
lowship was particularly interested in was the some- 
what weightier problem of inducing the public to 
“send it all to the laundry’—a problem involving 
not only the washing and ironing of clothes, but 
a thorough study of all the complex operations con- 
cerned with weaving, dyeing, and the composition 
of fabrics. 

The oldest Fellowship at the Institute is that 
of bread. It is also one of the most successful. The 
work of this Fellowship has had a remarkable 
effect upon the quality and cost of commercial 
bread everywhere in the United States. The process 
developed at the Institute permits a saving of half 
the yeast and half the sugar ordinarily used in 
bread-making. One has only to compare the com- 
mercial bread of today with that of yesterday to 
realize the importance of scientific methods applied 
to this ancient art of the home. . 

Some of the other Fellowships are: Synthetic 
Resins, Zirconium, Fish Products, Fuel, Plastics, 
Soaps, Enameling, Synthetic Acids, Food Con- 
tainer, Protected Metal, Stove, Sulphur, Oil Shale, 
Nickel, Flotation, Glass, Gas, Tar Products, Emul- 
sion Flavors, Ink, Cement, Fiber, Yeast, Silicate, 
Magnesia, Insulation, Coke, etc. 

The scope of the Institute’s work is indicated by 
the fact that during the year 1920-21 the founda- 
tion sums of the various industrial Fellowships 
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totaled $320,848, covering forty-eight Fellowships 
and eighty-three Fellows. During the ten years 
ending March 1, 1921, the total contributions 
amounted to more than $1,500,000, while the over- 
head expenses of the Institute were approximately 
$470,000. 

The Mellon Institute represents the ideas and 
ideals of its first director. Dr. Duncan believed 
that the manufacturer is entitled to the services of 
men of proven ability, and that the investigator, on 
the other hand, is entitled to stimulus and aid from 
companionship with other investigators, and the 
supervision and cooperation of trained. scientific 
administrators. 
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Most MEN would be delighted to learn that they 
had been named a delegate to a Democratic or Re- 
publican national convention. 

Not Andrew Mellon, however. 

When he read in a Pittsburgh newspaper that he 
had been appointed a delegate-at-large to the Re- 
publican National Convention of 1920, his first act 
was to hasten to the office of his lawyer, Judge 
James H. Reed, father of Pennsylvania’s present 
Senator, and inquire if the thing might not be 
avoided. 

“Yes, of course, it can be avoided,” Judge Reed 
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replied. “But, personally, I think you should go, 
as a matter of public duty.” 

“But I’m too busy,” Mellon objected. “I don’t 
see how I can possibly spare the time.” 

“Well, in that case,” said the attorney, “T’ll ar- 
range to go with you a5 your alternate, so that you 
can leave if necessary.” 

“All right,” said Andrew Mellon. “T’ll go.” And 
he did. 

At that Convention the Republican party chose 
Senator Warren G. Harding, of Ohio, as its candi- 
date for the Presidency. He was elected by an 
overwhelming majority. 

Even the staunchest Republican will admit that 
Warren G. Harding was not the greatest President 
this country ever had. But no fair-minded Demo- 
crat will deny that he did a great thing when he 
presented the portfolio of Secretary of the Treas- 
ury to Andrew W. Mellon. 

“I’m up a tree,” Mr. Harding confided to the 
late Philander C. Knox. “I’ve decided upon all of 
my Cabinet appointments except one. The nation 
is twenty-four billions in debt, and I need an un- 
usual man for Secretary of the Treasury.” 

“The man you want is Andrew Mellon,” said 
Mr. Knox. “He is the ablest financier in the coun- 
try, and he will make a great Secretary of the 
Treasury.” 

Only one thing stood in the way of Mellon’s ac- 
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ceptance: the law forbidding a Secretary of the 
Treasury to engage in any business or commerce. 
And Andrew Mellon, in addition to being presi- 
dent of the Mellon National Bank, held the follow- 
ing posts: 


Aluminium Co. of America—Director. 

Aluminum Cooking Utensil Co.—Director. 

Aluminum Ore Co.—Director. 

American Locomotive Co.—Director. 

American Metal Co., Ltd.—Director. 

American Surety Co. of N. Y.—Trustee. 

Apollo Water Works Co.—Director. 

Baltimore Car & Foundry Co.—Director. 

Burrell Improvement Co.—Director. 

Butler Bolt & Rivet Co.—Director. 

Butler Car Wheel Co.—Director. 

Carborundum Co.—Director. 

Carnegie Library of Pittsburgh—Vice-President and 
Treasurer. : 

Carnegie Institute of Technology—Director. 

Electric Carbon Co.—Director. 

Forged Steel Wheel Co.—Director. 

Gulf Oil Corporations—Vice-President and Director. 

H. Klienhans Co.—Director. 

J. J. McCormick & Co.—Director. 

The Kingsley Association—Member of the Board of 
Managers. 

Koppert Co.—Director. 

Leechburg Water Works Co.—Director. 

Long Sault Development Co.—Director. 

Lyndora Land & Improvement Co.—Director. 

McClintic-Marshall Co.—Director. 
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McClintic-Marshall Construction Co—Director. 

Mellon Institute—Trustee. 

Mellon-Stuart Co.—Director. 

Middleton Car Co.—Director. 

Minnesota By-Product Coke Co.—Director. 

Monongahela Light & Power Co.—President and Director. 

Monongahela River Consolidated Coal & Coke Co.—Di- 
rector. 

Monongahela Street Railway Co.—Vice-President and 
Director. 

National Union Fire Insurance Co.—Vice-President and 
Director. 

National Union Bank of Commerce (N. Y.)—Director. 

Pennsylvania Water Co.—Director. 

Pittsburgh By-Product Coke Co.—Director. 

Pittsburgh Coal Co.—Director. 

Pittsburgh Maternity Hospital—Director. 

Pittsburgh Modern Engine Co.—Director. 

Pittsburgh & Birmingham Traction ‘Co.—Vice-President 
and Director. 

Pressed Metal Radiator Co.—Director. 

Riter-Conley Co.—Director. 

Riter-Conley Mfg. Co.—Director. 

Robert Grace Contracting Co.—Director. 

Seaboard By-Products Coke Co.—Director. 

Standard Motor Truck Co.—Director. 

Standard Steel Car Co.—Director. 

Tri-Cities Water Co.—Director. 

Tuberculosis League—Director. 

Union Fidelity Title Insurance Co. of Pittsburgh—Di- 
rector. 

Union Improvement Co.—Vice-President and Director. 

Union Insurance Co.—President and Director. 
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Union Savings Bank—Vice-President and Director. 
Union Shipbuilding Co.—Director. 

Union Trust Co.—Vice-President and Director. 
United States Aluminum Co.—Director. 
University of Pittsburgh—Trustee. 

Verona Steel Castings Co.—Director. 


What man could be expected to resign director- 
ates in corporations with an aggregate capital of 
more than $2,000,000,000 to accept a comparatively 
small-salaried Government position? 

But Andrew Mellon was the third richest man 
in the United States. His wealth was estimated at 
between $600,000,000 and $800,000,000, and he was 
weary of acquisiton. Besides, as Warren G. Hard- 
ing had pointed out when he invited him into his 
Cabinet, the country needed him. So he accepted. 

The world of business and finance, being familiar 
with Mellon methods and traditions, heaved a long 
sigh of relief and satisfaction. The appointment 
of Andrew Mellon meant a full measure of confi- 
dence and assurance. There were other quarters, 
however, in which the appointment was not received 
so cheerfully. Mellon’s repute as a very wealthy 
man gave rise to misgivings as to whether he could 
deal with the task in an entirely disinterested at- 
titude of service to the public interest. 

It is a curious fact that the very people who 
loudly acclaim the English method of summoning 
the seasoned men of great business to administer 
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public affairs are the ones who squawk the loudest 
when an American government does the same thing. 
Why a British government should be praised for 
appointing the greatest lawyer in the kingdom as 
attorney general, or the foremost banker as Chan- 
cellor of the Exchequer, while an American govern- 
ment calling a Wickersham to the Department of 
Justice or a Mellon to the Treasury should be 
criticized—that is one of the conundrums of Amer- 
ican politics. 

At any rate, Andrew Mellon confounded his 
critics at the outset by reducing interest rates, re- 
storing Government securities to parity, and quickly 
putting business on the road to what is known 
among the Babbittry as “biggerness and_bet- 
terness.” 
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THE OTHER day we met an old schoolmate whom 
we hadn’t seen for years. 

“What are you doing now?” he inquired, after 
Emily Post’s prescribed greetings for such oc- 
casions had been duly exchanged. 

“T’m writing a book,” we confessed. 

“A book? What kind of a book?” 

“A book about Andrew Mellon,” we replied. 

“Andrew Mellon?” Our friend seemed puzzled. 
“Who the dickens is he?” 

Yes, there really are such people. Amazing as 
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it may seem, this land of the free and home of the 
brave has a great many citizens who are not ac- 
quainted with the Secretary of the Treasury and 
his work. And many of them are seemingly well- 
educated people, too. Perhaps the explanation is 
that they are more interested in the doings of 
cinema players and comic-strip characters than in 
the affairs of the nation. Some people are like that. 

At any rate, we informed our friend that Andrew 
Mellon is Secretary of the Treasury. 

“Oh,” said he, “that’s the fellow who signs dol- 
lar bills.” 

As a matter of fact, the Secretary of the Treas- 
ury is the gentleman whose John Hancock appears 
on much of our paper money. But putting it there 
is only one of his many duties—and the least im- 
portant one, at that. 

The Secretary of the Treasury is charged by law 
with the management of the national finances. He 
superintends the collection of the revenue; grants 
warrants for money drawn from the Treasury in 
pursuance of appropriations made by law, and for 
the payment of moneys into the Treasury; directs 
the forms of keeping and rendering public accounts; 
prepares plans for the improvement of the revenue 
and for the support of the public credit; and sub- 
mits an annual report io Congress on the condition 
of the public finances and the results of activities 
under his supervision. He controls the construc- 
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tion and maintenance of public buildings; the coin- 
age and printing of money; the administration of 
the Coast Guard, the Public Health, Prohibition 
and Secret Services; and furnishes generally such 
information as may be required by either branch 
of Congress on matters pertaining to any of the 
foregoing. He is ex officio chairman of the Fed- 
eral Reserve Board; ex officio chairman of the Fed- 
eral Farm Loan Board; honorary chairman of the 
United States section of the Inter-American High 
Commission; chairman of the Rock Creek and Po- 
tomac Parkway Commission; member of the board 
of trustees of the Smithsonian Institute; member 
of the Federal Narcotic Control Board; chairman 
of the board of directors of the War Finance 
Corporation; and Director General of Railroads. 

The Congressional Directory outlines the ad- 
ministrative organization of the Treasury Depart- 
ment as follows: 


THE SECRETARY OF THE TREASURY 


The Undersecretary of the Treasury: 


1. The Finances. 
2. Office of the commissioner of accounts and deposits. 
(a) Division of bookkeeping and warrants. 
(b) Division of deposits. 
3. Office of the commissioner of the public debt. 
(a) Division of loans and currency. 
(b) Office of the Register of the Treasury. 
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(c) Division of public debt accounts and audit. 
(d) Division of paper custody. 


. Office of the Treasurer of the United States. 
. Federal Farm Loan Bureau. 
. Foreign Loans. 


Advances and loans to railroads under the trans- 
portation act, 1920. 

Section of financial and economic research. 
Government actuary. 

Office of the chief clerk. 


The Fiscal Assistant Secretary: 


11. 
12. 
13. 
14. 
15. 
16. 


Internal Revenue Service. 

Office of the Comptroller of the Treasury. 
Bureau of Engraving and Printing. 
Mint Bureau. 

Secret service division. 

Office of the disbursing clerk. 


Assistant Secretary in Charge of Public Buildings and Mis- 
cellaneous : 


1. Bureau of Public Health Service. 
2. Office of the Supervising Architect. 
8. Division of appointments. 


(a) Section of surety bonds. 


4, Division of supply. 


(a) General supply committee. 


Assistant Secretary in Charge of Customs, Coast Guard 
and Prohibition: 


1. Customs Service. 
2. Coast Guard. 
8. Prohibition Service. 
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The Bureau of the Budget also is in the Treas- 
ury Department, but is under the immediate di- 
rection of the President. 
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On March 4, 1921, Andrew Mellon walked into 
his new offices in the Treasury Building, hung up 
his hat and overcoat, and went to work. 

The task that confronted him, as has been noted 
elsewhere in these pages, was a prodigious one. 
Within less than two and a half years more than 
$7,500,000,000 of various Government securities 
would fall due. It was necessary to either pay 
them or refund them. With taxes high and busi- 
ness suffering with the ailment popularly known as 
the “jumps,” there was small hope that any great 
proportion of these obligations could be discharged 
from current revenues. They had to be refunded. 
And in refunding them it was requisite that their 
new dates of maturity be so distributed that your 
Uncle Sam would never again find himself in such 
a plight. For in handling such enormous obliga- 
tions as the Government then had outstanding, it 
was necessary to insure that the Government’s 
financial requirements should not in any brief period 
make such heavy demands upon the money market 
as to take needed cash away from the day-by-day 
operations of ordinary business. 
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Arthur Brisbane has said that Andrew Mellon is 
“the ablest business man in America.” Whether 
he is or not, is a moot question. But certainly busi- 
ness ability of a high order was needed if the new 
Secretary of the Treasury was to master the num- 
erous problems that fairly stood up and challenged 
him to “come on and fight.” 

Being a business man, Mellon regarded the 
Treasury Department as a huge business organiza- 
tion of which he was chief executive. It was up 
to him to manage that organization, and to make 
it pay. It was only natural, therefore, that he 
should have scant sympathy for the politician’s 
view that jobs should be dished out to those who 
were politically worthy. This particular kind of 
worthiness meant nothing to Andrew Mellon. He 
was interested only in men who could do their work, 
and do it well. And, as they say in the “Help 
Wanted” advertisements, “no others need apply.” 

Elmer Dover, once a handy man for Mark 
Hanna and still a member of the “Ohio gang,” had 
been appointed to the Treasury Department as a 
“fiaison officer.” Known far and wide as a spoils- 
monger, Dover was what Rube Goldberg’s “Boob 
McNutt” would characterize as “no bargain.” And 
Secretary Mellon lost no time in getting rid of him. 

The politicians, of course, were not what you 
would term overjoyed. But Mellon didn’t care; he 
knew he had done the right thing. 
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In his book, Taxation: The People’s Business 
(The MacMillan Company), Andrew Mellon says 
that the problem of the Government is to fix tax 
rates “which will bring in a maximum amount of 
revenue to the Treasury and at the same time bear 
not too heavily on the taxpayer or on business enter- 
prises.” A sound tax policy, the Secretary of the 
Treasury declares, must take into consideration 
three factors: 

“It must produce sufficient revenue for the Gov- 
ernment; it must lessen, so far as possible, the 
burden of taxation on those least able to bear it; 
and it must also remove those influences which 
might retard the continued steady development of 
business and industry on which, in the last analysis, 
so much of our prosperity depends.” 

Mr. Mellon says further that ‘a permanent tax 
system should be designed not merely for one or 
two years nor for the effect it may have on any 
given class of taxpayers, but should be worked out 
with regard to conditions over a long period and 
with a view to its ultimate effect on the prosperity 
of the country as a whole.” 

These are the principles on which the Treasury’s 
tax policy is based, and the Secretary believes that 
any revision of taxes which ignores these funda- 
mental principles will prove a mere makeshift and 
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must eventually be replaced by a system based on 
economic, rather than political, considerations. 

“There is no reason why the question of taxation 
should not be approached from a non-partisan and 
business viewpoint,’ Mr. Mellon asserts. “In 
recent years, in any discussion of tax revision, the 
question which has caused most controversy is the 
proposed reduction of the surtaxes. Yet recom- 
mendations for such reductions have not been con- 
fined to either Republican or Democratic adminis- 
trations. My own recommendations on this subject 
were in line with similar ones made by Secretaries 
Houston and Glass, both of whom served under a 
Democratic President. Tax revision should never 
be made the football either of partisan or class 
politics but should be worked out by those who have 
made a careful study of the subject in its larger 
aspects and are prepared to recommend the course 
which, in the end, will prove for the country’s best 
interest. 

“T have never viewed taxation as a means of re- 
warding one class of taxpayers or punishing an- 
other. If such a point of view ever controls our 
public policy, the traditions of freedom, justice and 
equality of opportunity, which are the distinguish- 
‘ing characteristics of our American civilization, will 
have disappeared and in their place we shall have 
class legislation with all its attendant evils. The 
man who seeks to perpetuate prejudice and class 
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hatred is doing America an ill service. In attempt- 
ing to promote or to defeat legislation by arraying 
one class of taxpayers against another, he shows a 
complete misconception of those principles of equal- 
ity on which this country was founded. Any man 
of initiative and energy in this country can get 
what he wants out of life. But when that initiative 
is crippled by legislation or by a tax system which 
denies him the right to a reasonable share of his 
earnings, then he will no longer exert himself, and 
the country will be deprived of the energy on which 
its continued greatness depends.” 

This condition had already begun to make itself 
felt when President Harding called Andrew Mellon 
to the Treasury. The existing tax system was an 
inheritance from the war. During that time the 
highest taxes ever levied by any country were borne 
uncomplainingly by the American people for the 
purpose of defraying the unusual and ever-increas- 
ing expenses incident to the successful conduct of a 
great war. Normal tax rates were increased, and a 
system of surtaxes was evolved in order to make 
the man of large income pay more proportionately 
than the man of smaller income. But if he had 
twice as much income, he paid not twice, but three 
or four times as much tax, which was anything but 
fair. For a short time the surtaxes yielded a large 
revenue. After the close of the war, however, 
people came to regard them as a business expense 
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and sought to avoid payment as much as possible. 
Concerning this, Secretary Mellon says: 

“The history of taxation shows that taxes which 
-are inherently excessive are not paid. The high 
rates inevitably put pressure upon the taxpayer to 
withdraw his capital from productive business and 
invest it in tax-exempt securities or to find other 
lawful methods of avoiding the realization of tax- 
able income. The result is that the sources of tax: 
ation are drying up; wealth is failing to carry its 
share of the tax burden; and capital is being di- 
verted into channels which yield neither revenue to 
the Government nor profit to the people.” 
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SuHorTLy after entering the Treasury, Secretary 
Mellon indited a letter to Congressman Fordney 
and Senator Penrose telling what he thought should 
be done about tax reduction. 

Although the Republican leader in the House of 
Representatives had promised “a lifting, not a 
shifting” of the tax burden, many observers failed 
to discover any justification for such a hope in 
the Secretary’s letter. 

The gentleman from Pittsburgh gave the House 
and Senate committeemen something to think about, 
however, when he suggested the repeal of the ex- 
cess profit tax and modification of other taxes on 
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corporations, to make up for some of the loss in 
revenue. He also recommended reduction of the 
higher income-tax surtax, which so many people 
considered a “nuisance,” and the imposition of a 
new stamp tax or a tax on automobiles. 

One of the high spots of Mr. Mellon’s letter was 
his emphatic insistence upon greater thrift at Wash- 
ington. The Government was spending for the 
fiscal year ending with the following June no less 
than $5,000,000,000. It was estimated that the 
ordinary expenditures for the fiscal year 1922 would 
be $4,000,000,000. ‘The nation cannot continue to 
spend at this shocking rate,” the Secretary declared. 
“The nation’s finances are sound and its credit is 
the best in the world, but it cannot afford reckless 
or wasteful expenditures.” 

Besides meeting the ordinary expenses of run- 
ning the Government, the taxpayers were burdened 
with the necessity of having to pay the war debt. 
In addition, there were floating debts and short- 
term obligations, including the Victory notes, which 
amounted to more than $7,500,000,000. Mr. Mel- 
lon planned to reduce about $1,000,000,000 of this 
within the next two years, and then to refund the 
remainder of it through successive issues of notes 
maturing at convenient times between 1923 and 
1928, when the third Liberty Loan would be due. 

The estimated Treasury surplus for the next two 
years would be absorbed by certain minor current 
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redemptions. “In the absence of drastic cuts in 
military and naval expenditures,’ the Secretary 
said, “there is almost no prospect, according to the 
estimates, of any substantial available surplus even 
in fiscal 1922.” In other words, the Government’s 
debts, which would fall due within the next two 
years, could be paid only by spending less money 
for battleships and things like that, or by levying 
new taxes. 

Turning to the matter of tax reduction, Mr. 
Mellon said that an intelligent revision of the ex- 
cess profits tax and the higher income-tax surtaxes 
“should encourage production and, in the long run, 
increase rather than diminish the revenues.” 

The press found nothing sensational in the Sec- 
retary’s letter. The New York World opined that 
“the upshot of the whole plan is that the net tax 
burden upon labor and industry will remain as it 
is.’ To which President Harding’s Marion Star 
retorted that the Republicans had openly declared 
in their platform that they had “no hope of reduc- 
ing the amount of the burden in the near future.” 

The Baltimore Sun, a staunch Democratic paper, 
conceded, however, that Mr. Mellon’s proposals 
“probably represent the best thought of the country 
on this subject at this time.” 

And Mr. Mellon’s alma mater, the University of 
Pittsburgh, must have held the same opinion. For 
on June 15, 1921, shortly after his letter had been 
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published and commented upon in various news- 
papers, the University conferred the honorary 
degree of Doctor of Laws upon the Secretary of 
the Treasury. 
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Ear.y in 1922 the American Legion began agitat- 
ing for payment of a cash bonus to veterans of the 
World War. 

Chairman McCumber of the Senate Finance 
Committee believed that the cost of such a bonus 
would be about $4,000,000,000, which could be so 
spread out that it would cost no more than $200,- 
000,000 a year until 1943. But Secretary Mellon 
estimated the cost at $850,000,000 for the first two 
years—if only half of the veterans took cash. 

Where would the money come from? 

Treasury experts suggested a number of miscel- 
laneous taxes. A tax of fifty cents a thousand on 
cigarettes, they claimed, would raise $25,000,000; 
two cents a pound on chewing and smoking tobacco, 
$9,000,000; three cents instead of two cents post- 
age, $70,000,000; an increase in second-class mail 
rates, $30,000,000; a stamp tax on documents, 
$40,000,000; a two-cent tax on bank checks, $30,- 
000,000; and a license tax on automobiles, $100,- 
000,000. They also prepared a sales-tax plan pro- 
viding revenues up to $600,000,000 a year. This 
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would have meant a tax on practically everything 
in use. 

Secretary Mellon wrote a letter to Congressman 
Fordney, chairman of the House Ways and Means 
Committee, pointing out that within the next six- 
teen months $6,500,000,000 of various Government 
obligations would fall due, including $3,548,000,000 
of Victory notes. With these enormous obligations 
on hand, Mr. Mellon explained, “It would be dan- 
gerous in the extreme to attempt to finance the ex- 
penditures involved in the bonus through new bor- 
rowing.” 

The Secretary called Mr. Fordney’s attention to 
the fact that none of the various estimates of the 
cost of the proposed bonus took into account the 
expense of administration or the cost of service to 
be given the men, which, of course, would be in 
addition to the substantial expenditures for the 
relief of disabled veterans. The latter amounted to 
about $450,000,000 a year, according to the esti- 
mates for 1922 and 1923. 

“The taxes already in force are too onerous for 
the country’s good,” Mr. Mellon said, “and are 
having an unfortunate effect on business and indus- 
try. The field of taxation, moreover, has already 
been so thoroughly covered, owing to the extra- 
ordinary revenue needs growing out of the war, 
that it is exceedingly difficult to discover new taxes 
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that could be properly levied to yield as much as 
$850,000,000 within two years.” 

Replying to Secretary Mellon, Hanford Mc- 
Nider, National Commander of the American 
Legion, said, in part: 

“It is not the opinion of the American Legion 
that doing justice to these war veterans will cause 
economic disaster. I think adjusted compensation 
would be a great economic benefit, because these 
veterans are not going to squander their money, 
even if they take a cash bonus. Many of them 
will elect to take a farm or loan aid, land settle- 
ment, or paid-up insurance, so that the money will 
be standing for houses and farms. That will aid 
the prosperity of the country.” 

According to McNider, the American Legion 
had a plan by which men who did not personally 
need the cash bonus could turn it into a revolving 
fund for the benefit of disabled men and their 
families. 

“Secretary Mellon evidently has stuffed his ears 
against the voices and noises abroad in the land,” 
another Legion official declared. “He seems not 
to have sensed in the least the public sentiment of 
the country. Vote after vote, State by State, 
Legislature by Legislature, have passed over him 
like waves over a rock. He stands alone and un- 
afraid, the last of the irreconcilables!” 

In this connection, it might be noted that seven- 
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teen States had given their ex-soldiers a bonus, 
that legislation for bonuses was pending in several 
others, and that nearly all of the States were aid- 
ing the veterans in one way or another. 
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“To him that hath shall be given.” The honor- 
ary degree of Doctor of Laws already had been 
conferred upon Andrew Mellon by his alma mater, 
the University of Pittsburgh. ? 

And now, just one year later, came another 
house of learning to honor him in similar fashion! 

The time was Tuesday, June 20, 1922. The 
place was Hanover, New Hampshire, the scene of 
the Commencement exercises of Dartmouth 
College. 

Wearing the conventional garb of scholarship, 
Andrew Mellon marched down a long aisle and up 
onto a platform, where he heard himself character- 
ized by President Ernest Martin Hopkins as— 

“Andrew William Mellon: In whom the theory 
that public office is a public trust is made practice; 
long tried and proved in breadth of policy and 
sense of obligation to society at large which charac- 
terized the administration of your personal af- 
fairs; intellectually keen and quietly masterful; in 
whom judgment is not warped by partisan bias and 
decision is not made hesitant by the unprecedented 
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magnitude of the problems for whose solution you 
have been made responsible; I welcome you to the 
fellowship of Dartmouth men, and by virtue of 
the authority vested in me, I confer upon you the 
honorary degree of Doctor of Laws.” 
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Every taxpayer in the United States was 
happified, if we may be permitted to coin a word 
to replace the usual “made happy” twosome, by 
the message which President Harding delivered to 
Congress in December, 1928, along with the 
Budget for the new fiscal year. 

For in that message it was revealed that the 
Government had reduced its expenditures from 
$6,000,000,000 to $3,000,000,000; that it was going 
to spend $500,000,000 less in the next fiscal year 
than in the one just ended; that the expected 
$600,000,000 deficit for fiscal 1923 had already been 
cut in half and probably would be wiped out en- 
tirely by the end of the year on June 30; and, 
finally, that the official Budget Bureau estimates 
for the fiscal year ending in 1924 indicated a sur- 
plus of $180,969,125. 

Even Democrats were forced to admit that the 
Harding administration had made an earnest effort 
to cut down expenses, and that its success along 
this line justified the President’s characterization 
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A PERSISTENT OLIVER TWIST 
John Knott in the Dallas News 
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of the results as “the greatest reform in our finan- 
cial history.” 

The consensus of opinion among Republicans 
was that the Administration had accomplished a 
great feat. “On a tremendous scale,” said the 
New York Tribune, “it repeats the memorable 
fiscal triumphs of Alexander Hamilton and Albert 
Gallatin.” 

In his annual report, Secretary Mellon said: 

“Economy and retrenchment in Government ex- 
penditures have continued, under the leadership of 
the President, to be the watch-word of the whole 
Government.” 

Because the estimated deficit of $697,000,000 for 
fiscal 1923 had been reduced to something like 
$274,000,000 and might be still further reduced, the 
Secretary recommended no new taxes. Instead, he 
called attention to the various methods by which 
some large taxpayers sought to avoid paying the 
Government its due. 

“Not all of these things can be controlled by 
law or by regulation,” he said, “and some of them 
lead to unnatural and frequently harmful economic 
results. ... To reach the evil, the thing most 
necessary is the reduction of the surtax rates them- 
selves, in order to reduce the pressure for avoid- 
ance and maintain the revenues derived from the 
surtax.” 

Mr, Mellon said, too, that the “outstanding 
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avenue of escape” from payment of the surtax was 
the enormous volume of tax-exempt securities, 
which he thought should be prohibited by consti- 
tutional amendment. In this opinion he had the 
support of many important newspapers, Democratic 
as well as Republican. 
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AccorDING To Professor Edwin Seligman, pro- 
fessor of political economics at Columbia Univer- 
sity, the amount of tax-exempt Federal, State and 
Municipal bonds then outstanding was $30,000,- 
000,000. And, in the opinion of Secretary Mellon, 
“This constantly growing mass of tax-exempt 
securities threatens the public revenue not only of 
the Federal Government, but of the States as well, 
and it is reaching such proportions as to under- 
mine the development of business and industry.” 

President Harding agreed with the Secretary of 
the Treasury that tax-exempt securities should be 
prohibited by constitutional amendment. One of 
the main reasons for such an amendment, in the 
opinion of Professor Seligman, was that the United 
States Treasury was losing some $300,000,000 a 
year on tax-exempt securities, and the taxes which 
the holders of these bonds avoided paying had to 
be made up by other taxpayers. 

In his message to Congress, President Harding 
said: 
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“Tax-exempt securities are drying up the source 
of Federal taxation, and they are encouraging un- 
productive and extravagant expenditures by States 
and municipalities. There is more than the menace 
in mounting public debts; there is dissipation of 
capital which should be made available to the needs 
of productive industry. The proposed amendment 
will place the State and Federal Governments and 
the political subdivisions on an exact equality, and 
will correct the growing menace of public borrow- 
ing which, if left unchecked, may soon threaten the 
stability of our institutions.” 

Secretary Mellon, in a letter to Representative 
Green, author of the resolution to prohibit tax- 
exempt securities by constitutional amendment, 
wrote: 

“Tax exemption, in substance, constitutes a sub- 
sidy from the Federal Government, the cost. of 
which, in the long run, must fall on those tax- 
payers who do not take refuge in tax-exempt 
securities. 

“Even from the point of view of the States 
themselves, I believe it is clear that the continued 
issuance of tax-exempt securities saves nothing to 
the taxpayer and that, in the long run, it brings 
heavier taxes. The tax-exempt privilege, with the 
facility that it gives to borrowing, leads in many 
cases to unnecessary or wasteful public expendi- 
tures, and this in turn is bringing about a menac- 
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ing increase in the debts of States and cities. These 
debts constitute a constantly growing charge upon 
the taxpayers in several States and will ultimately 
have to be paid, principal and interest, through 
tax levies upon these very taxpayers.” 

Agreeing heartily with Mr. Mellon, Senator Cap- 
per, of Kansas, said: 

“This steady increase of untaxed billions com- 
pels a heavier and heavier tax on land, a progress- 
ively heavier tax on railways and other public 
service corporations, a constantly increasing tax 
on manufacturers and their equipment; it means 
more taxes for the storekeeper, and all are passed 
on to the general public and the consumer, their 
own share of the taxes to be paid ultimately by 
the house-holders and the small taxpayer.” 


14 


“To uim that hath shall be given.” On June 
12, 1923, Andrew Mellon received his third hon- 
orary degree of Doctor of Laws. It was conferred 
upon him by President W. H. S. Demarest of 
Rutgers College (now Rutgers University), New 
Brunswick, New Jersey. 

Having marched down another long aisle and 
up onto another platform, the Secretary of the 
Treasury heard himself characterized as a man 
who had “given the whole world the highest exam- 
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ple of sound public finance.” President Demarest 
said that Mr. Mellon was “leading the country out 
of most difficult circumstances to an increasingly 
strong financial position.” 

Exactly seven days later Andrew Mellon had a 
fourth honorary degree of Doctor of Laws con- 
ferred upon him by Princeton University. 

In presenting the degree, Dean Andrew F. West 
said: 

“Andrew William Mellon, long a guiding spirit 
in the soundest private and public energies of the 
city of Pittsburgh. Divesting himself of large per- 
sonal interests, he now guards our welfare as Secre- 
tary of the Treasury of the United States, chair- 
man of the Federal Reserve Board, the Farm Loan 
Board, the War Finance Corporation, the World 
War Foreign Debt Commission, and in the Inter- 
American High Commission. 

“Early learning to do a thing by thinking it 
through and then doing it, his clear experience is 
built on clearly fixed principles. The problems met 
and the processes used in Washington were almost 
the same as in his home career, but vaster in scale 
and far more bewildering through the confusion 
of war. Very few step into such large and troubled 
surroundings without losing their poise and sense 
of values. But swayed neither by praise nor by 
censure, and totally deaf to importunities for 
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patronage or special favors, he set himself quietly 
to his immense task and thought it through. 

“To meet our obligations, to adjust the load of 
taxation so that it shall be fair and collectible, to 
abolish waste in expenditure, to make clear what 
money is and what it is not, to appoint none but 
those who are fit, to help steady the international 
situation, and in general to establish a sound 
finance on the basis of personal and national hon- 
esty is his arduous and magnificent task. With the 
genius of insight and foresight, he is solving 
gigantic problems, and his name bids fair to 
stand with the greatest masters of finance in mod- 
ern times.” 

Honorary degree of Doctor of Laws number 
five was conferred upon Mr. Mellon by the Penn- 
sylvania Military College, Chester, Pennsylvania, 
on June 20, 1923. 
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On SEPTEMBER 24, 1923, the first meeting of the 
French Debt Commission, headed by Joseph M. 
Caillaux, and the American Debt Commission, 
headed by Secretary Mellon, was held at Wash- 
ington. 

The Frenchmen offered to pay the United States 
about $25,000,000 a year for five years, to be fol- 
lowed by larger sums eventually amounting to 
something like $90,000,000 annually within five 
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years, the total payments, over a period of sixty- 
two years, aggregating approximately $4,200,- 
000,000. Rejecting this offer, the American Com- 
mission submitted a counter proposition embody- 
ing, in general, the same plan of payment as was 
followed in the debt settlement with Great Britain. 

The American proposal was far in excess of the 
-amount which M. Caillaux said France was able 
to pay, and earnest efforts were made to bridge the 
gap between the two positions. One of the dif- 
_ ficulties in the way of an agreement was the desire 
of the French to include in the settlement a “safe- 
guard” proviso, under which, in the event it should 
become inconvenient for France to continue the 
payments, the debt question should be reconsidered. 
This proposal failed to make a hit with the Amer- 
ican Commission because of its obvious attempt to 
join the question of the debt to that of reparations. 

On September 30 the French Commission sub- 
mitted a new proposition, calling for total payments, 
over a period of sixty-eight years, of about $6,200,- 
000,000, payable at the rate of $40,000,000 an- 
nually for five years, $60,000,000 annually for the 
next seven years, and $100,000,000 annually for 
the remainder of the period. Following a con- 
ference with President Coolidge, the American 
Commission rejected this proposal, but offered to 
accept payments $40,000,000 annually for five 
years, as interest in full on the principal, with the 
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understanding that at the end of five years the 
debt question should be reopened. Included in the 
$40,000,000 was the $20,000,000 of interest which 
France had been paying for surplus war materials 
purchased from the United States. M. Caillaux 
declined to accept the proposition formally, on the 
ground that he was not authorized to make a pro- 
visional settlement, and on October 3 the French 
Commission returned to France. 

The comment of the American press, while evinc- 
ing disappointment in the failure of the negotia- 
tions, regarded the compromise arrangement as the 
best that could be made under the circumstances. 
That portion of the press which had been distinctly 
hostile to the Administration’s debt policy struck a 
more friendly attitude when the result was known. 

The provisional agreement required the approval 
of Congress, as well as of the French Parliament. 
On October 4, Paul Painleve, Premier of France, 
issued a statement intimating that the negotiations 
would be continued at a later date. 

The Latvian debt negotiations were more suc- 
cessful. An agreement between the Latvian envoy 
and the American Debt Commission was reached 
on September 24, Latvia was given the privilege 
of partially liquidating the amount due under the 
agreement on or before December 15, 1930, by cash 
payments amounting to $400,000. The principal 
of $5,775,000 was to be covered by bonds of sixty- 
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two years, bearing interest at three percent. The 
agreement, of course, was subject to the approval 
of the United States Congress and the Latvian 
Parliament. 

On September 20 a commission to negotiate a 
funding of the Rumanian debt to the United States 
was appointed, with Nicholas Titulescu, Rumanian 
Minister to Great Britain, as its head. The amount 
of this debt was about $45,000,000, and it was be- 
lieved that if a mutually satisfactory agreement 
could be reached, the way would be opened for 
large investments of American capital in Rumanian 
industries. 
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In THE Fall of 1923 President Coolidge called a 
conference of Governors to consider cooperation be- 
tween the States and the Federal Government in 
the enforcement of prohibition. 

After the conference had adjourned, Governor 
Gifford Pinchot, of Pennsylvania, issued a state- 
ment in which he charged that no sincere effort had 
ever been made to enforce the prohibition law. 

A rather scathing reply from President Coolidge 
inspired the Pennsylvania Governor to make several 
suggestions as to what the Administration in gen- 
eral, and the Treasury Department in particular, 
should do to “stop the flood of illegal liquor at its 
s yurce.” 
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When Prohibition Commissioner Haynes said 
that Governor Pinchot’s suggestions had long since 
been included in Federal liquor regulations, the 
Board of Temperance of the Methodist Episcopal 
Church issued a statement charging that although 
Commissioner Haynes was “honest and efficient,” 
he was handicapped by his immediate superiors, 
Secretary Mellon and Commissioner of Internal 
Revenue Blair. It was intimated in this state- 
ment that neither Secretary Mellon nor Commis- 
sioner Blair was “fit for the responsibility” of en- 
forcing prohibition. Commissioner Haynes denied, 
however, that he was being hampered in his work. 

Secretary Mellon replied that many improve- 
ments could be made in Federal enforcement 
methods if the necessary men and money were 
available. 

The program which President Coolidge laid be- 
fore the conference of Governors, to which only 
three or four of the thirty-two Governors present 
took exception, was as follows: 

“1. Cooperation of all Federal, State, County and 
municipal forces. 

“2. Prohibition law enforcement, stress law ob- 
servance, and treat the enforcement program com- 
mensurate with the gravity of lawlessness. 

“3. To call conventions of municipal, County 
and State enforcement officials at a convenient date, 
to discuss and adopt a program for the State, the 
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Federal Government pledging every possible sup- 
port to these conventions. 

“4. To call upon prosecuting attorneys in the 
various districts of the State to confer on this 
problem, pledging support with every facility to 
aid in such discussions. 

“3. To adopt whatever is practicable to cause 
lawless citizens and aliens to respect the majesty 
and sanctity of the law and to respect the various 
agencies enforcing it. 

“6. Codperation by national authorities in all 
these activities. 

“7, Education of the school children as to the 
evils of liquor.” 

The Board of Temperance of the Methodist 
Episcopal Church apparently had little faith in 
Secretary Mellon and his right-hand enforcement 
man, Commissioner Haynes, for it said that Mr. 
Mellon, “however fit a Secretary of the Treasury 
he may be, should not have the responsibility for 
prohibition enforcement. Neither by conviction 
nor by inclination is he fit for that responsibility.” 

Moreover, the Board of Temperance declared: 

“Commissioner of Internal Revenue Blair knows 
politics, but prohibition enforcement is not in the 
sphere of politics, and particularly in petty politics. 

“Haynes is an honest man and a man of ability. 
He is a sincere prohibitionist and, if permitted, 
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could do the country a great service. He is not 
being permitted.” 

Secretary Mellon announced that he had in mind 
three methods of prohibition enforcement, but that 
in order to put them into effect, he would be obliged 
to have more men. These methods were: 

“First—Keeping at least one enforcement officer 
in each operating brewery at all hours of the day 
and night. 

“Second—Spending three or four million dollars 
for fast boats for the Coast Guard Service to run 
down rum smugglers. 

“Third—Employment of men agents for general 
work in the cities, and particularly in the wet 
spots.” . 
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BECAUSE THE fiscal years 1922 and 1923 had: 


closed with a surplus of about $310,000,000, Sec- 
retary Mellon felt that the time had come to over- 
haul the national taxation scheme and bring about 
a general reduction of the tax burden. Accord- 
ingly, on November 10, 1923, he wrote the follow- 
ing letter to William R. Green, Acting Chairman 
of the Committee on Ways and Means of the 
House of Representatives: 

“In accordance with the request which you 
made shortly after the adjournment of Congress, 
the Treasury has been engaged for the past few 
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months in considering the possibilities of tax 
revision and in developing recommendations for 
the simplification of the law. The situation has 
developed more favorably than was anticipated, 
and I am now presenting to you a comprehensive 
program to which I hope the Committee on Ways 
and Means will be able to give consideration at 
the outset of the legislative session. 

“The fiscal years 1922 and 1923 have each 
closed with a surplus of about $310,000,000 over 
and above all expenditures chargeable against 
ordinary receipts, including the sinking fund and 
other similar retirements of the debt. This has 
been possible only through the utmost cooperation 
between the Executive and Congress, as well as 
among the executive departments and establish- 
ments, all of whom have united in a sincere effort 
to reduce the expenditures of the Government. 
At the same time there has been a substantial 
amount of realization upon securities and other 
assets remaining over from the war, and the 
Treasury has succeeded in collecting customs and 
internal revenue taxes in amounts somewhat ex- 
ceeding original expectations. The result is that 
the Government of the United States is firmly 
established on the basis of having balanced its 
budget each year since the cessation of hostilities, 
with a reasonable surplus each year after provid- 
ing for fixed debt charges like the sinking fund, 
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and stands squarely committed to the policy of 
including these fixed charges on account of the 
public debt in its ordinary budget each year, thus 
assuring an orderly reduction of the war debt out 
of current revenues. 

“What has been done during the two years 
since the establishment of the budget system 
shows clearly what united effort can accomplish, 
and gives every reason for hope that the task 
which the Administration has set itself for this 
fiscal year can be successfully performed, namely, 
the reduction of the ordinary expenditures of the 
Government to a total of not more than $3,500,- 
000,000, of which about $500,000,000 will be fixed 
charges on account of the sinking fund and other 
retirements of the debt. To do this means reduc- 
tions of about $170,000,000 in the estimates of 
expenditures submitted by the spending depart- 
ments and establishments and the exercise of con- 
tinued pressure all along the line for the utmost 
economy and efficiency in the operations of the 
Government. 

“Having these things in mind, the Treasury 
has been canvassing the estimates for the present 
fiscal year and for the succeeding fiscal years 
with a view to determining on the one hand what 
further reductions in expenditure it would be safe 
to count on in developing a tax-revision program, 
and on the other hand what receipts might reason- 
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ably be expected on the basis of existing law, 
assuming that no changes were to be made in 
internal taxes. In doing this it has had to keep 
in mind that under present conditions receipts 
from customs are abnormally high and that sur- 
plus war supplies have now been for the most 
part liquidated, leaving relatively little to expect 
on this account in the years to come. It has also 
had to keep in mind that many of the internal rev- 
enue taxes, as, for example, the higher brackets 
of the surtax, are so rapidly becoming unpro- 
ductive that it is unsafe to assume that even with 
no changes in the law the revenues from internal 
taxes would be maintained. After taking into 
account all these considerations, and making the 
most conservative estimates about the yield of 
existing taxes and the possibilities of further re- 
ductions in expenditure, it appears that for this 
year, and for the next four or five years, there 
should be a surplus of something over $300,- 
000,000 a year over and above all expenditures 
chargeable to the ordinary budget, including the 
fixed debt charges payable out of current revenues. 
This gives a reasonable margin not merely for 
tax revision but also for tax reduction. 

“On this basis the Treasury has the following 
recommendations to make: 

“1. Make a 25 percent reduction in the tax on 
earned income.—The fairness of taxing more 
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lightly income from wages, salaries and profes- 
sional services than the income from a business or 
from investment is beyond question. In the first 


place, the income is uncertain and limited in dura-_ 


tion; sickness or death destroys it and old age 
diminishes it. In the other, the source of the in- 
come continues; it may be disposed of during a 
man’s life and it descends to his heirs. It is esti- 
mated that this amendment will mean a loss in 
revenue of about $97,500,000 a year, the greater 
part of which falls in the lower income brackets. 

“2. Where the present normal tax is 4 percent 
reduce it to 3 percent, and where the present 
normal tax is 8 percent reduce it to 6 percent.— 
This affects all personal incomes and the loss of 
revenue comes largely from the lower brackets. It 
is estimated that this will mean a loss in revenue 
of $91,600,000 a year. 

“3. Reduce the surtax rates by commencing their 
application at $10,000 instead of $6,000, and scaling 
them progressively upwards to 25 percent at 
$100,000.—This will readjust the surtax rates all 
along the line, and the Treasury recommends the 
readjustment not in order to reduce the revenues 
but as a means of saving the productivity of the 
surtaxes. In the long run it will mean higher rather 
than lower revenues from the surtaxes. At the out- 
set it may involve a temporary loss in revenue, but 
the Government Actuary estimates that even during 
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the first year, if the revision is made early enough, 
the net loss in revenue from all changes in the sur- 
taxes would be only about $100,000,000, and that in 
all probability the revenue from the reduced rates 
will soon equal or exceed what would accrue at the 
present rates, because of the encouragement which 
the changes will give to productive business. 

“The readjustment of the surtaxes, moreover, is 
not in any sense a partisan measure. It has been 
recommended, on substantially this basis, by every 
Secretary of the Treasury since the war, irrespec- 
tive of party. The present system is a failure. It 
was an emergency measure, adopted under the pres- 
sure of war necessity and not to be counted upon as 
a permanent part of our revenue structure. For a 
short period the surtaxes yielded much revenue, but 
their productivity has been constantly shrinking and 
the Treasury’s experience shows that the high rates 
now in effect are progressively becoming less pro- 
ductive of revenue. (See Tables I and II, on pages 
76 and 77.) The high rates put pressure on tax- 
payers to reduce their taxable income, tend to de- 
stroy individual initiative and enterprise, and seri- 
ously impede the development of productive indus- 
try. Taxpayers subject to the higher rates cannot 
afford to invest in American railroads or industries 
or embark upon new enterprises in the face of taxes 
that will take 50 percent of any return that may 
be realized. These taxpayers are withdrawing their 
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capital from productive business and investing it 
instead in tax-exempt securities and adopting other 
lawful methods of avoiding the realization of tax- 
able income. The result is to stop business transac- 
tions that would normally go through, and to dis- 
courage men of wealth from taking the risks which 
are incidental to the development of new business. 
Ways will always be found to avoid taxes so de- 
structive in their nature, and the only way to save 
the situation is to put the taxes on a reasonable 
basis that will permit business to go on and indus- 
try to develop. This, I believe, the readjustment 
herein recommended will accomplish, and it will 
not only produce larger revenues but at the same 
time establish industry and trade on a healthier 
basis throughout the country. The alternative is 
a gradual breakdown in the system, and a perver- 
sion of industry that stifles our progress asa nation. 

“The growth of tax-exempt securities, which has 
resulted directly from the high rates of the surtax, 
is at the same time encouraging extravagance and 
reckless expenditure on the part of local authorities. 
These State and local securities will ultimately have | 
to be paid, principal and interest, out of taxes, thus 
contributing directly to the heavy local taxation 
which bears so hard on the farmers and small prop- 
erty owners. There is no immediate remedy for 
this within the power of Congress except the read-_ 
justment of the surtaxes on a basis that will permit 
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capital to seek productive employment and keep it 
from exhausting itself in tax-exempt securities. 
The productive use of capital in our railroads and 
industries will also tend to bring lower costs for 
transportation and manufactured products, thus 
helping to relieve the farmer from the maladjust- 
ment from which he now suffers. 

“4. Limit the deduction of capital losses to 12% 
percent of the loss ——The present revenue law limits 
the tax on capital gains to 12% percent but puts 
no limit on the capital losses. It is believed it would 
be sounder taxation policy generally not to recog- 
nize either capital gain or capital loss for purposes 
of income tax. This is the policy adopted in prac- 
tically all other countries having income tax laws, 
but it has not been the policy in the United States. 
In all probability, more revenue has been lost to the 
Government by permitting the deduction of capital 
losses than has been realized by including capital 
gains as income. So long, however, as our law 
recognizes capital gains and capital losses for in- 
come tax purposes, gain and loss should be placed 
upon the same basis, and the provision of the 1921 
Act making capital gains at 12% percent should 
be extended to capital losses, so that the amount by 
which the tax may be reduced by capital loss will 
not exceed 12% percent of the loss. It is estimated 
that this will increase the revenues by about $25,- 
000,000. 
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“5. Limit the deductions from gross income for 
interest paid during the year and for losses not of 
a business character to the amount the sum of these 
items exceeds tax-exempt income of the taxpayer.— 
The 1921 Act provides that interest on indebted- 
ness to acquire or carry tax-exempt securities is 
not deductible. This provision is ineffective because 
a taxpayer may purchase tax-exempt securities for 
cash and borrow money for other purposes. It is 
felt also that so long as a taxpayer has income 


which is not reached for taxation, he should not be 


permitted to deduct his non-business losses from 
the income which is taxable, but should be restricted 
in the first instance to a deduction of these losses 
from his non-taxable income. The estimated in- 
crease of revenue from this source is $35,000,000. 

“6. Tax community property income to the spouse 
having control of the income.—In some States the 
income of the husband is a joint income of the 
husband and wife, and each, therefore, is permitted 
to file a return for one-half of the income. This 
gives an unfair advantage to the citizens of those 
States over the citizens of the other States of this 


country, and this amendment seeks to restore the — 


equality. It is estimated that it will increase reve- 
nues by $8,000,000. 

“So much for the income tax recommendations, 
which should become effective January 1, 1924. In 
order that you may have before you a clear view 
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of the effect of these recommendations as applied 
to incomes in the various brackets, I am attaching 
a table, prepared by the Government Actuary, show- 
ing the estimated results of the proposed changes 
in the calendar year 1925, on the basis of the tax- 
able year 1924. The schedule shows a loss of reve- 
nue of about $92,000,000 in the brackets under 
$6,000, and a further loss of revenue of about 
$52,000,000 in the next bracket of $6,000 to $10,- 
000. In short, about 70 percent of the reduction 
would be in the brackets of $10,000 or less, and 
less than 5 percent would fall in the brackets over 
$100,000. 

“To show the effect of the proposed changes on 
the income of a typical salaried taxpayer, married 
and having two children, I call your attention to the 
following comparative figures: 


Saving 
Income Present Tax Proposed Tax to Taxpayer 

$4,000 $28.00 $15.75 $12.25 
5,000 68.00 38.25 29.75 
6,000 128.00 72.00 56.00 
7,000 186.00 99.00 87.00 
8,000 276.00 144.00 132.00 
9,000 366.00 189.00 177.00 
10,000 456.00 234.00 222.00 


“7, Repeal the tax on telegrams, telephones and 
leased wires ——This is the last of the transportation 
taxes established during the war, is a source of 
inconvenience to every person using the telephone 
or telegraph, and should now be eliminated from 
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the tax system. This would mean a loss in revenue 
of about $30,000,000 a year. 

“8. Repeal the tax on admissions.—The greater 
part of this revenue is derived from the admissions 
charged by neighborhood moving-picture theatres. 
The tax is, therefore, paid by the great bulk of the 
people whose main source of recreation is attending 
the movies in the neighborhood of their homes. This 
would mean a loss in revenue of about $70,000,000. 

“9. Miscellaneous nuisance taxes——Your Com- 
mittee may wish to consider the elimination of vari- 
ous small miscellaneous taxes which have a consid- 
erable bearing on the general revenue of the Govy- 
ernment, but which are a source of inconvenience 
to taxpayers and difficult to collect; and possibly 
there are some articles of jewelry which according 
to our standard of living cannot properly be de- 
nominated as luxuries, such as, for instance, ordi- 
nary table silver or watches, which you may wish 
to exempt from the general tax on jewelry. There 
is not enough margin of revenue available to permit 
the repeal of the special taxes which are proving 
productive, but the law could be revised to good 
advantage and some of the nuisance taxes repealed 
without material loss of revenue. 

“10. In addition to the specific recommendations 
which directly affect the Government revenues, there 
should be amendments to strengthen the Act and 
eliminate methods heretofore used by taxpayers to 
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avoid imposition of the tax. The exact amount of 
additional revenue to the Government which will be 
brought in by these amendments cannot be esti- 
mated, but certainly the amendments will reach 
much income that heretofore has escaped taxation. 

“V1. Establish a Board of Tax Appeals in the 
Treasury but independent of the Bureau of Internal 
Revenue, to hear and determine cases involving the 
assessment of internal revenue taxes.—This will 
give an independent administrative tribunal equipped 
to hear both sides of the controversy, which will sit 
on appeal from the Bureau of Internal Revenue and 
whose decision will be conclusive on both the Bureau 
and the taxpayer on the question of assessment. 
The taxpayer, in the event that decision is against 
him, will have to pay the tax according to the 
assessment and have recourse to the courts, while 
the Government, in case decision should be against 
it, will likewise have to have recourse to the courts, 
in order to enforce collection of the tax. 

“12. Changes should be made in the present law 
to simplify administration, make the law more 
easily understood, and permit a prompt determina- 
tion of liability in a manner more satisfactory to 
the taxpayer. 

“In order that you may see the effect on Govern- 
ment revenues of the above recommendations, I 
submit the following figures as to the estimated re- 
sult of these changes: 
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Decrease Increase 
(in millions (in millions 
of dollars) of dollars) 


Reduction of 25% in tax on earned income.... 97 ae 
Reductionin normal tax. c.-cc-c. sce ctesceoscceseren 92 = 
Readjustment of surtax rates...............- ee 102 rk 
Capital. (loss ‘limited. to 12%. 25 
Interest and capital loss deductions limited  ...... 35 
Community property amendment... eee 8 

Repeal of telegraph and telephone tax.......... 30 

Repéealoof: admissions © taxc-2.. so sveceeeceecenens 70 
T ofal = en Soe eS ee 391 68 

68 

Neto HsGS8 tsa ccctsccs tn ees 323 


“The benefits of the reduction will be distributed 
among all classes of taxpayers, and the revision 
generally will help to free business and industry of 
vexatious interference and encourage in all lines a 
more healthy development of productive enterprise. 

“The present burden of taxation is heavy. The 
revenues of the Government are sufficient to justify 
substantial reductions and the people of the country 
should receive the benefits. No program, however, 
is feasible if the Government is to be committed to 
new and extraordinary expenditures. The recom- 
mendations for tax reduction set forth in this letter 
are only feasible if the Government keeps within the 
program of expenditures which the Bureau of the 
Budget has laid down at the direction of the Presi- 
dent. New or enlarged expenditures would quickly 
eat up the margin of revenue which now appears 
to be available for reducing the burden of taxation, 
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and to embark on any soldiers’ bonus such as was 
considered in the last Congress or any other pro- 
gram calling for similarly large expenditure would 
make it necessary to drop all consideration of tax 
reduction and consider instead ways and means for 
providing additional revenue. A soldiers’ bonus 
would postpone tax reduction not for one but for 
many years to come. It would mean an increase 
rather than a decrease in taxes, for in the long run 
it could be paid only out of moneys collected by the 
Government from the people in the form of taxes. 
Throughout its consideration of the problem the 
Treasury has proceeded on the theory that the coun- 
try would prefer a substantial reduction of taxation 
to the increased taxes that would necessarily follow 
from a soldiers’ bonus, and I have faith to believe 
that it is justified in that understanding. Certainly 
there is nothing better calculated to promote the 
well-being and happiness of the whole country than 
a measure that will lift, in some degree, the burden 
of taxation that now weighs so heavily on all.” 
Ordinarily, any proposal to reduce taxes is, or 
should be, certain of cordial welcome. Not so Sec- 
retary Mellon’s proposal, however. Some of his 
political enemies seemed surprised that he should 
make such a proposal; others seemed disappointed 
to be thus deprived of ammunition with which to 
attack him; still others apparently were doubtful as 
to whether Mellon, being a wealthy man, could pos- 
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sibly be in favor of a tax reduction program that 
would really benefit the public. 

The ‘Mellon Plan,” as the Secretary’s proposal 
came to be known, was under close scrutiny for 
some time, but those who seemed to suspect its 
author’s motives were unable to find a single flaw 
in it. In fact, the judgment of the country at large 
seemed to be overwhelmingly in favor of the Mel- 
lon proposal. Nevertheless, there was a deter- 
mined opposition, not to tax reduction, but to some 
details of the method proposed. 

Considerable controversy was caused by Secre- 
tary Mellon’s assertion that ‘‘to embark on any 
soldiers’ bonus . . . would make it necessary to 
drop all consideration of tax reduction.” A bonus 
bill had been passed by the last Congress, but was 
vetoed by President Harding because it failed to 
provide for the raising of the additional revenue 
required. 

It was a difficult problem to choose between a 
compensation measure that would win the approval 
of four or five million war veterans and a tax 
reduction plan that would make a hit with some 
seven million income-taxpayers. 

Declaring that the issue raised by Secretary 
Mellon would be the outstanding one of the coming 
season, Congressional politicians were both alarmed 
and indignant that, almost on the eve of a national 
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election, they should be asked to jeopardize their 
positions by such a decision. 

In the opinion of Representative Graham 
(Illinois), a Republican, Secretary Mellon showed 
“darn poor judgment” in expressing his views on 
tax reduction at that time. 

Public opinion, as reflected by the press, seemed 
to be divided into three groups: one, apparently the 
largest, was willing to let the bonus go, for the 
sake of tax reduction; another demanded bonus 
legislation and was willing to surrender tax re- 
duction for it; and a third held that there was no 
reason why both could not be had. 

The National Industrial Council, speaking for 
many large industries, declared that the Mellon 
Plan would prove the greatest stabilizing event 
since the Civil War, and that a trade boom would 
be sure to follow. 


18 


ONE oF the few Republicans who were opposed 
to the Mellon Plan was Senator James Couzens, 
of Michigan, who gave vent to his disapproval 
in a series of letters to the Secretary of the 
Treasury. 

Mr. Mellon had explained, in a statement given 
to the press, that the reason he had fixed the 
maximum surtax rate at 25 percent rather than 
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lower was to insure favorable action by Congress. 
As a matter of fact, he believed that a rate of 15 
percent would actually bring in more revenue. 
The Secretary pointed out, however, that there is 
no definite line between a tax which will permit 
an investment and a tax which will deter an in- 
vestment, because in each case the investor must 
decide for himself whether the risk in the invest- 
ment is greater than is justified by the return 
which he will receive after his taxes have been 
paid. But it was perfectly clear, in Mr. Mellon’s 
opinion, that “no prudent man will consider an 
11 percent return before taxes as equal in safety 
to a 414 perecent municipal bond; and yet, if his 
income is large enough under present rates, he 
would have, for his own use, the same money 
from each.” 

Secretary Mellon explained: 

“Your Government is just a business and can 
and should be run on business principles. An 
income tax is the price the Government charges 
its people for the right to make a taxable profit. 
Experience has shown that the present high rates 
of surtax are bringing in each year progressively 
less revenue to the Government. This means that 
the price is too high to the larger taxpayer and 
he is avoiding a taxable income by the many 
ways which are available to him. What rates will 
bring in the largest revenue to the Government, 
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experience has not yet developed; but it is esti- 
mated that by cutting the surtax in half the Gov- 
ernment, when the full effect of the reduction is 
felt, will receive more revenue from the owners 
of larger incomes at the lower rates of tax than 
it would have received at the higher rates. This 
is simply an application of the same business 
principle by which Mr. Ford makes more money 
out of pricing cars at $300 than at $3,500. 

“Looking at the subject, therefore, solely from 
the standpoint of Government revenues, lower 
surtaxes are essential.” But more important, in 
the Secretary’s opinion, was the fact that exces- 
Sive surtaxes were destroying the spirit of busi- 
ness adventure which had built up this country. 

“Anyone at all in touch with affairs knows of 
his own knowledge of buildings which have not 
been built, of businesses which have not been 
started, and of new projects which have been 
abandoned, all for one reason: high surtaxes. If 
failure attends, the loss is borne exclusively by 
the adventurer; but if success ensues, the Gov- 
ernment tax is more than half the profits. People 
argue that the risk is not worth the return.” 

In one of his letters to Senator Couzens, Secre- 
tary Mellon presented the following table to show 
that the revenue received from the most highly 
taxed incomes had been progressively decreasing: 
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Percentage 
Surtax on income in of total of those in 
Year Total Surtax excess of $300,000 excess of $300,000 
19OTG ere $121,946,136 $81,404,194 66.8 
AOU Sees ae 433,345,732 201,937,975 46.5 
1918 cee 651,289,027 220,218,131 33.8 
1910 Bee ere 801,525,303 243,601,410 30.4 
1920. S22 eoes 596,803,767 134,709,112 22.6 
OPA sr 411,327,684 84,797,344 20.6 


1916 was a year of low surtax rates 


As proof of the extent to which men of wealth 
preferred investments in tax-exempt bonds to even 
the most profitable speculative investments, Mr. 
Mellon called attention to the estate of the late Wil- 
liam Rockefeller, “who was undoubtedly quite 
familiar with the possibilities of the Standard Oil 
Company.” The total market value of his invest- 
ments in those stocks was less than $7,000,000, 
whereas the value of his wholly tax-exempt bonds 
was over $44,000,000—six times what he had in the 
four Standard Oil Companies. 

In another letter to Senator Couzens, Secretary 
Mellon argued that with the removal of the arti- 
ficial value of tax-exempt bonds “men capable of 
business success will get out of their dead invest- 
“ments and will put their brains and money to work.” 
In two fields such a release of capital was said to 
be desirable. The railways needed new capital in 
the form of stock issue, and “to permit any sale, 
surtaxes must be so reduced as to attract the 
larger investor to that type security.” 
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“There is still an accrued shortage of housing 
facilities in the larger cities of this country. While 
it is true that the high cost of material and labor 
has contributed to the shortage, the real reason why 
capital has not been more attracted to this invest- 
ment is the surtax.” 

Senator Couzens denied that the surtax rate was 
having any very serious effect on business: 

“T observed in the Detroit papers a few days ago 
that the Ford Motor Company was to expend in 
Detroit and environs $110,000,000 for expansions; 
the Michigan Telephone Company, a subsidiary of 
the American Telephone and Telegraph Company, 
$5,000,000 for expansion in Detroit; and today I 
hear that the General Motors are to spend many 
millions of dollars in Michigan for expansion; and 
in addition to these I know of many cases where 
industries now successfully engaged in the produc- 
tion of manufactured goods are buying more real 
estate to extend their plants, buying coal mines, 
iron mines and timberlands, so as to insure their 
supplies of raw material. They are doing this in 
many cases in preference to paying out dividends 
which they would normally pay out except for the 
present rate of surtax. 

“There are evidences every day of a flood of 
money for all successful or necessary development 
purposes. All we have to do is to look over the 
financial papers of the larger cities to confirm that. 
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Is this not conclusive evidence that the surtax does 
not curtail business expansion or initiative, but 
rather insures it? 

“Secretary Mellon has not proved that his 
twenty-five percent surtax rate would produce the 
maximum returns.” 

Senator Couzens also maintained that the drop 
in the 1921 receipts from surtax was due to the 
general business depression and that figures for 
1922 would show an increase of income from this 
source. 

In another letter Senator Couzens asserted that 
he himself invested in tax-exempt securities, “not 
from any desire or concern to escape taxes, but 
rather from a desire to escape business responsibili- 
ties and risks.” 

He asked Mr. Mellon: 

“Do you contend that it is less productive to 
invest money in thousands of school houses, to 
invest money in water works, street railway plants, 
good roads, colleges, etc., and have sewerage and 
other sanitation and health-serving institutions, 
such as hospitals, than it is in theatres, office build- 
ings, moving-picture houses, ball parks, distilleries, 
breweries, chewing gum and cosmetic factories, 
efcsr 


90 


Leal 


Andrew W. Mellon 
19 


A PRESIDENTIAL message which caused much 
senatorial excitement was sent to the Senate on 
April 11, 1926, after President Coolidge had re- 
ceived a letter from Secretary Mellon calling atten- 
tion to the fact that the Senate Committee investi- 
gating the Bureau of Internal Revenue had author- 
ized Senator James Couzens, of Michigan, one of 
its Republican members who had had a personal 
quarrel with Mr. Mellon, to employ at his own ex- 
pense one Francis J. Heney to take charge of the 
investigation. Mr. Mellon’s letter warned the 
President that “if the interposition of private re- 
sources be permitted to interfere with the executive 
administration of the Government, the machinery 
of government will cease to function.” 

In his message to the Senate, President Coolidge 
said, in part: 

“There exists, and always should exist, every 
possible comity between the executive departments 
and the Senate. Whatever may be necessary for 
the information of the Senate or any of its com- 
mittees, in order to enable them to perform their 
legislative or other constitutional functions, ought 
always to be furnished willingly and expeditiously 
by any department. 

“The executive branch has nothing that it would 
wish to conceal from any legitimate inquiry on 
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the part of the Senate. But it is recognized both 
by law and by custom that there is certain confi- 
dential information which it would be detrimental 
to the public service to reveal. Such information 
as can be disclosed, I shall always unhesitatingly 
direct to be laid before the Senate. I recognize 
also that it is perfectly legitimate for the Senate 
to indulge in political discussion and partisan 
criticism.” 

But, the President continued, the committee’s 
resolution authorizing the employment of Mr. 
Heney “seems to have been dictated by some other 
motive than a desire to secure information for the 
purpose of legislation.” Quoting further: 

“The Senate resolution appointing this commit- 
tee is not drawn in terms which purport to give 
any authority to the committee to delegate their 
authority, or to employ agents and attorneys. The 
appointment of an agent and attorney to act in 
behalf of the United States, but to be paid by some 
other source than the public Treasury, is in con- 
flict with the spirit of Section 1764 of the Revised 
Statutes, the Act of March 3, 1917. 

“The constitutional and legal rights of the Sen- 
ate ought to be maintained at all times. Also the 
same must be said of the executive departments. 
But these rights ought not to be used as a subter- 
fuge to cover unwarranted intrusion. It is the 
duty of the Executive to resist such intrusion and 
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to bring to the attention of the Senate its serious 
conscquences. That I shall do in this instance. 

“Under a procedure of this kind, the constitu- 
tional guaranties against unwarranted search and 
seizure break down, the prohibition against what 
amounts to a Government charge of criminal action 
without the formal presentment of a Grand Jury 
is evaded, the rules of evidence which have been 
adopted for the protection of the innocent are 
ignored, the department becomes the victim of 
vague, unformulated and indefinite charges, and 
instead of a Government of law we have a Govern- 
ment of lawlessness. 

“Against the continuance of such a condition, 
I enter my solemn protest and give notice that, in 
my opinion, the department ought not to be re- 
quired to participate in it. If it is to be continued, 
if the Government is to be thrown into disorder 
by it, the responsibility for it must rest on those 
who are undertaking it. It is time that we return 
to a Government under and in accordance with the 
usual forms of the law of the land. The State of 
the Union requires an immediate adoption of such 
a course.” 

“The most arrogant message sent by an Execu- 
tive to a parliamentary body since the days of the 
Stuarts and Tudors,” is the way this document was 
characterized by Senator Walsh, of Montana, 
leader of the Teapot Dome investigation, who in- 
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terpreted it as a blow aimed at all the investiga- 
tions then being conducted by the Senate Commit- 
tee, including those into the oil leases and the 
Department of Justice. Of course, the President 
wasn’t asking the Senate to stop these investiga- 
tions, Senator Walsh admitted, “but the message 
unquestionably was written to formulate public 
opinion which would have that effect.” In short, 
he asserted, “it is not aimed at Senator Couzens or 
at Heney, but at the right of the Senate to investt- 
gate the executive departments.” 

“No refinement of definition, no misapplication 
of circumstances, no artifice of casuistry, can ever 
take from that Presidential message the inherent 
nature of its amazing arraignment of the Senate of 
the United States as a menace to orderly govern- 
ment,” declared Senator Carter Glass, of Virginia. 

And another indignant Senator, James A. Reed, 
of Missouri, after denouncing it as “an offensive 
document” and “an insult,” offered a resolution to 
expunge it from the record of the Senate. 

The day following the receipt of the President’s 
message Senator James E. Watson, of Indiana, 
explained to the Senate that President Coolidge and 
Secretary Mellon were not protesting against sena- 
torial investigations, but against Governor Gifford 
Pinchot, of Pennsylvania, who suggested to Sena- 
tor Couzens the employment of Mr. Heney, and 
who hoped to make political capital for himself 
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by uncovering a scandal in the prohibition enforce- 
ment activities of the Bureau of Internal Revenue. 
Something of a sensation was produced when the 
gentleman from Indiana added: 

“Everybody knows that the Prohibition Law can 
not be enforced for five or ten years. If we begin 
a wholesale investigation of the Prohibition unit, 
there will be no end to it. 

“Everybody knows that, with Pinchot back of 
it, it would never end until the night before election. 
There is no use of dragging all the gossip and 
scandal out and having a saturnalia of vituperation 
and aspersion unequaled hitherto in the political 
annals of America.” 

The idea of hiring Heney, Senator Watson 
promised, would be fought to the bitter end. And 
another Senator, Walter E. Edge, of New Jersey, 
came to the defense of the Administration with the 
following words: 

“The time has come when the Senate must either 
take over the functions of the courts and grand 
juries, which is unthinkable, or confine the present 
mania for investigation to such inquiries as have 
always been recognized as necessary to secure in- 
formation on which to formulate remedial or con- 
structive legislation. 

“The standing of the Senate in the country today 
is at its lowest ebb in the history of the nation. 
Perhaps Senators are unwilling to admit the indict- 
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ment, but it is nevertheless true. There must be 
a reason. : 

“In my judgment, the President’s criticism was 
not only justified, but if he had failed to assert his 
responsibility, he would have been convicted of 
supineness and hesitation absolutely inexcusable.” 

Senator Henry Cabot Lodge, Republican floor 
leader, also defended the President’s message, 
citing precedents to prove that it was well within 
the Presidential rights. In employing Heney, 
Senator Lodge said, the Sénate “has extended its 
functions and, in newspaper parlance, has created 
a new office in the person of ‘committee prosecu- 
tor.’ This move, he added, was aimed directly 
at Secretary Mellon, “because he is the principal 
figure in the framing of a great bill aimed to re- 
duce the taxes of the country. This is an attempt 
to break him down, and there is much more behind 
it than mere politics.” 

The incidents leading up to the President’s dra- 
matic rebuke of the Senate were vividly described 
in the editorial columns of the Philadelphia Public 
Ledger: 

“Weeks ago Senator Couzens, of Michigan, was 
badly worsted in an income tax debate by Secre- 
tary Mellon. Smarting under this, he joined the 
movement to drive Mellon from the Cabinet. He 
demanded an investigation. A panicky Senate, 
scared stiff with fear that if it does not grant every 
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inquiry demanded, it will be accused of trying to 
hide something, consented. 

“Ostensibly, this committee sought information 
to guide it in legislation. Actually, it was aimed 
at driving Mellon from the Treasury. Senator 
Couzens demanded the names of the so-called ‘Mel- 
lon companies’ and got them. Nothing was found 
to verify his charges that they had been favored 
in income-tax returns or refunds. Meanwhile, the 
McKellar resolution, offered by a Tennessee Demo- 
crat and a part of the general attack on the Treas- 
ury, was shattered in the Senate. 

“By this time it was plain that the only business 
of the committee and of Senator Couzens was to 
discredit somehow Andrew W. Mellon. The next 
move overstepped the bounds of legality and de- 
cency. On the motion of Senator Couzens, Francis 
J. Heney, of California, was employed as a special 
counsel for the committee and paid, not by the 
Senate or by the committee, but by Senator Couzens 
himself. 

“He is to be turned loose, a paid agent, personally 
paid by Senator Couzens, to investigate one of the 
great executive departments. Clothed in the armor 
of Senate authority and immunity, he is to prowl 
where he will add to the demoralization of a de- 
partment already demoralized by a steady succes- 
sion of vengeful partisan and personal attacks. 

97 


cAndrew W. Mellon 


“There has been nothing quite like this in the 
history of the Government.” 


Mark Sullivan, one of the keenest political writ-_ 


ers in the country, in a dispatch from Washington 


ae 


to the New York Herald Tribune, described the — ; 


situation thus: 

“One-third of the Senate, thirty-two members, 
almost equally divided between Republicans and 
Democrats, are coming up for re-election this year. 
That is why their apprehension is bi-partisan. A\l- 
ready some of the most powerful Senators have 
lost in the early primaries. 

“The Senate would like to restore itself in public 
esteem. Its members would like to act in such a 
way as to safeguard themselves against Coolidge’s 
rebukes to Congress about failure to act on the in- 
come tax before March 15, about delay as to other 
legislation, and lately about the way in which they 
are conducting some of their investigations. 

“It is not only about Coolidge that the Senators 
are apprehensive. They are apprehensive also about 
the courts. Already two actions of the Senate in- 
vestigations are under review by the courts, and 
there is widespread uneasiness lest Coolidge may 
raise a third issue. 

“It is believed that if the Senate committee in- 
vestigating Secretary Mellon refuses to conform 
to law and reason, Coolidge may do as Cleveland 
did—order his Cabinet officers to refuse to give 
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the testimony and documents the Senate demands. 
What the Senators should do in such an event 
troubles them greatly. They don’t want that issue 
to arise, and that is why, beneath the truculent 
bluffing from some Senators, there is a cautious 
intention to set themselves right. 

“The two cases in which the actions of Senate 
investigators are now under review by the courts 
are the efforts to convict Sinclair for contempt and 
the similar proposal to put Daugherty and his 
brother in contempt for their refusal to allow access 
to the books of Daugherty’s bank. 

“The real fear of the Senate is about what might 
arise in the case of Secretary Mellon. 

“One of the fundamental legal aspects of these 
Senate investigations of Cabinet officers is this: 
The ultimate purpose of an investigation of a Cabi- 
net official, if he be found culpable, is to impeach 
him; and in an impeachment proceeding it is the 
Senate that sits as the court. This being so, it is 
held to be improper for the Senate to conduct the 
preliminary investigations. It is as if, in an ordi- 
nary lawsuit, one and the same man should first act 
as detective, prosceuting officer and attorney for 
one of the parties, and thereafter act as judge. The 
Constitution provides that in impeachment proceed- 
ings the House shall first make the charges. 

“Quite apart from the fundamental aspect, in 
the case of the committee investigating Mellon, one 
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of the best lawyers in the Senate, who is sympa- 
thetic to the investigation, nevertheless believes the 
committee is exceeding even such power as the 
Senate gave it. The resolution of the Senate mere- 
ly gave the committee power to acquire information 
with a view to amending some of the tax laws. 

“As respects the detail of the Mellon committee’s 
conduct which called out Coolidge’s rebuke, namely, 
the employment of a lawyer to be paid out of the 
pocket of Senator Couzens, almost nobody now de- 
fends that. The minute the President called atten- 
tion to it almost everybody in the Senate was ad- 
mittedly on the defensive. It is perfectly proper 
for the committee to employ a lawyer, but to let 
one member of the committee pay the lawyer’s fee 
and make him a private counsel is frequently de- 
scribed as the last word in the Senate’s loss of self- 
respect and dignity... . : 

“On the broad merits of the situation the com- 
mon opinion of Washington covers three points: 
To impute lack of personal integrity to Secretary 
Mellon would be a joke if it were not an outrage. 
That is recognized as malice or pique. As to the 
income-tax department, it is believed that a good 
many things have been done badly and that there 
should be no limitation of revealing conditions in 
the department. But, on the other hand, the gen- 
eral feeling is that Secretary Mellon has admin- 
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istered the department, which is about one-tenth 
of all his duties, exceptionally well. 

“Inevitably, and without imputing anything 
against his predecessors during the war, Secretary 
Mellon, as respects income-tax administration, in- 
herited an incredible mass of confusion and arrears 
of work, due to the sudden expansion of the depart- 
ment. It is commonly felt that Secretary Mellon 
and his subordinates have shown ability in bring- 
ing the work up to date and expediting new cases. 
Decidedly, as to the income-tax situation, it is felt 
that whatever trouble there is is due not to Mellon, 
nor to any other executive, but wholly to Congress, 
because Congress wrote the income-tax law in such 
a way as to make inevitable all kinds of confusion 
and irregularity. 

“Finally, as to Prohibition enforcement, that also 
is a minor fraction of Mellon’s responsibilities. He 
doesn’t want it and thinks it should be in the De- 
partment of Justice. Apart from Mellon person- 
ally, there is a strong feeling that in the details of 
Prohibition enforcement there have been many 
grave scandals, due to politics and otherwise. 
There is the belief that what is called the ‘Prohi- 
bition enforcement mess’ ought to be brought to 
light, and no particular concern about who does 
the investigating, provided it is done lawfully and 
well. Anybody who seems to be in the position of 
trying to prevent a thorough investigation of Pro- 
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hibition enforcement will not be generally supported 
by Washington opinion.” 

Declaring that while the American people “de- 
test crookedness and corruption,” Secretary of 
State Charles Evans Hughes added that “they are 
not fond of scandalmongers.” He reaffirmed the 
intention of the Coolidge Administration “to bring 
to the bar of justice every dishonest official and 
perverter of administration in or out of office.” 


20 


On June 4, 1924, the honorary degree of Doctor 
of Laws was conferred upon Secretary Mellon by 
Columbia University. In presenting the degree, 
Nicholas Murray Butler, president of the Univer- 
sity, said: 

“Andrew William Mellon: Graduated at the 
University of Pittsburgh with the class of 1873; 
intimately and most influentially associated with the 
sound and constructive industrial and financial de- 
velopment of that great capital of industry and its 
neighborhood; laying aside the personal care of 
large interests to give faithful and highly skilled 
service to the American people; as Secretary of 
the Treasury, forty-ninth in that long succession 
which begins with the name of Alexander Hamil- 
ton, Columbia’s greatest gift to the nation; 
thorough in grasp of the fundamental principles 
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of economics and public finance; patient and clear 
in their exposition; untiring and courageous in 
their defense; highest type of generous and de- 
voted public servant; I gladly admit you to the 
degree of Doctor of Laws in this University, and 
confer upon you all the rights and privileges that 
belong thereto, in token whereof I hand you this 
diploma.” 


21 


THE ALUMINUM Company of America has 
caused Andrew Mellon to be made the target for 
more abuse than all of his other interests combined. 

On October 5, 1924, the Federal Trade Com- 
mission issued a report declaring that the Aluminum 
Company had a “practically complete monopoly” of 
aluminum in the United States. At the same time 
Attorney-General Stone announced that he would 
ask the Department of Justice to investigate the 
charges made in the Commission’s report. This 
document accused the so-called “aluminum trust” 
with maintaining a monopoly by means of a high 
protective tariff, with practicing price discrimina- 
tion, with delaying shipments of pig aluminum to 
competitors, and with trying to prevent the build- 
ing of rival rolling mills. 

Just why this should affect Andrew Mellon is a 
mystery. He had resigned as director of the 
Aluminum Company of America in 1921, before 
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MR. MELLON GETS THE PAN 


—Fitzpatrick in the St. Louis Post-Dispatch 
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accepting the Treasury portfolio. That should 
have let him out. But it didn’t. 

The Federal Trade Commission’s report was no 
sooner made public than politicians pointed an 
accusing finger at Secretary Mellon and said: 
“That’s him—the aluminum king of America!’ 
And Democratic newspaper editors took up the cry. 

“President Coolidge can reduce rates fifty per- 
cent,” observed the Cincinnati Post. “But at the 
right hand of the President sits Secretary of the 
Treasury Mellon. And he is ‘sitting pretty’ in 
every modern kitchen in the country.” 

“There are phases of economic questions that 
women understand more easily than men,” the 
Brooklyn Eagle remarked, “and this is one of them. 
For every woman voter who buys a saucepan or 
double-boiler pays her share of the forced tribute 
to the monopoly.” 

And the Philadelphia Record said: 

“Organized in 1888 with less than two millions of 
capital, it paid 4 percent dividends and put the 
rest of the profits into the business until, in 1913, 
it was capitalized at $30,000,000. In no year 
since 1915 have the net earnings been less than 
$10,000,000, and for the past year they have ex- 
ceeded that. 

“This is the infant industry for which the Ford- 
ney-McCumber tariff provided nourishment. In 
spite of a record of extraordinary prosperity, the 
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duty on aluminum was increased from two cents to 
five cents a pound to increase the profits of Secre- 
tary’s Mellon’s aluminum concern. It has prac- 
tically no competition.” 

In a Washington dispatch to the New York 
Times, it was said: 

“The Aluminum Company of America really 
consists of Andrew W. Mellon and R. B. Mellon, 
according to its president, Arthur V. Davis. His 
statement is contained in the Commission’s report 
on conditions therein just made public. 

“Mr. Davis declared that while Andrew W. 
Mellon resigned from the directorate when he be- 
came Secretary of the Treasury, he would resume 
that position upon quitting this position.” 

“There is not an industry in the United States 
more highly and specially favored by the tariff,” 
commented the Louisville Courier-Journal. ‘The 
beneficiaries of this tariff say it has no effect on 
aluminum prices. Why, then, did the Aluminum 
Company seek an increase of two hundred and fifty 
percent in this duty?” 

“There is no justification in the world for these 
tariffs,’ Senator Simmons, of North Carolina, de- 
clared. “To say that they are ‘protective’ when 
this company dominates the entire industry is non- 
sense.” 

And the following charges were made in the 
report of the Federal Trade Commission: 
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“The Aluminum Company of America has a 
practically complete monopoly of the production of 
aluminum in the United States, and is the only 
domestic source of supply of metal for cooking 
utensil manufacturers. This fact, combined with 
a high protective tariff on aluminum, enables it to 
control the price of aluminum. The Aluminum 
Company of America is also a manufacturer of 
cooking utensils through its subsidiary, the United 
States Aluminum Company; it owns, moreover, 
over thirty percent of the capital stock of the 
Aluminum Goods Manufacturing Company, and 
exercises a substantial control over its policies. 

“The Aluminum Goods Manufacturing Company 
is the largest manufacturer of cooking utensils in 
the United States. The competitive methods of 
this company include various kinds of price dis- 
crimination between customers. Data from several 
sources show that this company has received a 
special five percent discount on purchases from the 
Aluminum Company of America. 

“The Aluminum Company of America also is 
charged by two independent cooking utensil manu- 
facturers with discouraging them from erecting 
rolling mills.” 

But there was at least one Democratic newspaper 
that was “not at all alarmed over the fact that 
the Aluminum Company is a monopoly, or that its 
European competitors are unable to undersell it in 
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the home market.” We refer to the Brooklyn 
Citizen, which editorialized : 

“The Democratic party and the Federal Trade 
Commission, in attacking monopolies, are waging a 
losing fight, for the reason that the whole trend of 
modern business is in the direction of monopolies. 

“Monopolies, to be sure, have their evils, but 
they also have their virtues. Regulated monopoly 
is the substitute for the competitive principle, and 
as such is officially recognized by every country 
in the world, except the United States.” 

According to an article in the New York World, 
one of the officials of the Aluminum Company 
said: 

“The Aluminum Company of America is the 
only miner of bauxite (the principal source of 
aluminum) in the United States because there is 
no other person in the United States that manu- 
factures aluminum. 

“The Mellon family does not control the Alumi- 
num Company of America; they together have 
far less than a majority of the stock. 

“The benefits of the company since the end of 
the war, during the years 1919 to 1923, have been 
less than four percent on the invested capital.” 

Before this announcement was made, Secretary 
Mellon himself had said in a public statement: 

“The Aluminum Company of America’s princi- 
pal importance in this country is in the manufac- 
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ture of aluminum ingots and semi-raw products. 
It is the tariff on aluminum articles which is of 
real interest to the people of the country. 

“It is clear the tariff has had little effect on the 
price of aluminum. During the three years 1910 
to 1913 the tariff was seven cents a pound, which 
is two cents higher than it is today, and the aver- 
age price of aluminum was twenty-one cents. 
During the last two years, under the present tariff 
of five cents a pound, the average price of alumi- 
num has been twenty-seven cents. The general 
level of all commodities is now fifty percent more 
than what it was in 1913. The price of aluminum, 
however, is less than thirty percent higher than in 
1913. 

“The tariff has never prevented the importation 
of a large proportion of the total aluminum con- 
sumed in this country. In addition, scrap alumi- 
num, constituting at least a third of the metal 
used, is entirely beyond the control of the manu- 
facturer of aluminum ingots. No monopoly in 
the aluminum industry exists.” 

It was just one year later that the Federal 
Trade Commission issued a complaint in which 
it was charged that the Aluminum Company of 
America indulged in practices calculated to create 
a monopoly of aluminum in the United States. 
Added weight was given to the complaint by the 
fact that it came from the Commission after that 
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body had been redrganized and made more con- 


servative by President Coolidge. In view of the 


new personnel of the Commission, it was difficult 
to ascribe its findings to partisan motives. 

The burden of the complaint was that the 
Aluminum Company of America controlled the 
world’s supply of the raw material used in mak- 
ing aluminum, besides the sale of products manu- 
factured from aluminum with the result that 
a harmful monopoly had been created. | 

The Aluminum Company, since 1923, had pro- 
duced more than ninety-five percent of all the 
virgin sheet aluminum made in the United States, 
its chief competitor producing not more than one 
percent—and at higher prices. The Aluminum 
Company, it was charged, owned thirty-six per- 
cent of the stock of the largest manufacturer of 
aluminum cooking utensils, one hundred percent 
of the stock of the second largest manufacturer of 
aluminum cooking utensils, seventy-five percent 


of the stock of the company manufacturing alu- ~ 


minum automobile bodies, and the majority inter- 
est in other concerns which manufactured alumi- 
num products. 

It was further charged that the corporation, 
through competitive practices, removed all alu- 
minum scrap from the market so that indepen- 
dent manufacturers of aluminum products might 
be denied access to this source of supply, thereby 
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making its monopoly of raw materials all: the 
more complete. The report also declared that the 
company had been guilty of unfair trade prac- 
tices, of price-cutting, and of using artificial 
methods to gain control of the market. 

As the guiding genius of this great trust, on 
the one hand, and as the highest administrative 
officer in the land, on the other, it was held that 
Secretary Mellon occupied an “incompatible 
position.” 

“The Trade Commission finds that a corpora- 
tion is putting both feet through the Anti-Trust 
Act, that it has been doing so deliberately and 
over a period of years,” said the Baltimore Sun. 
“There is but one answer to this sort of proce- 
dure. It is prosecution by the Department of 
Justice.” 

Silly suggestion. ‘“Trust-busting” is as foolish 
and fruitless a labor as one can imagine. The 
Standard Oil “trust” was dissolved, but neither 
the Government nor the people has benefitted. If, 
as was charged, the Aluminum Company had a 
monopoly of bauxite, the source of aluminum, 
not only its control had made it a monopoly, but 
its legalized ownership of patent rights had con- 
firmed it in its controlling position. It seemed 
puerile to charge such a concern with attempts 
to lessen competition, when the law ignored these 
larger matters. 
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Besides, monopoly is not such a terrible thing 
if it operates efficiently and serves the public 
satisfactorily at reasonable prices. The effects 
of the Aluminum Company’s business had been, 
among others, to reduce the price of aluminum 
ware. 

Denying all of the charges contained in the 
Commission’s complaint, the Aluminum Com- 
pany, through its counsel, said: 7 

“It has been the policy of the company to give 
to consumers of aluminum the lowest possible 
prices. And as its patents expired in 1907, there 
has been nothing to prevent any person who so 
desired from engaging in the manufacture or 
fabrication of aluminum in the United States, and 
the company never has done, neither has it at- 
tempted to do, anything which in any way pre- 
vented or embarrassed others from engaging in 
said business.” 


22 


EVIDENCE CORRALLED by the investigating com- 
mittee of which Senator Couzens was the guiding 
light seemed to indicate that the United States 
Government had lost nearly $100,000,000 through 
erroneous deductions and allowances in the in- 
come taxes of certain large corporations. Shortly 
after this news had been made public the Treas- 
ury Department notified Senator Couzens that he 
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owed the Government between $10,000,000 and 
$11,000,000 on his 1919 income tax. Nearly . 
everybody—especially the small income-taxpayer 
—was startled by these revelations that it was 
possible for millions of dollars to be lost or gained 
by the Government through varying interpreta- 
tions of the income-tax law. Congress, of course, 
was to blame: it should have avoided any lati- 
tude in the interpretation of the law by designing 
a clear one in the first place. But the increasing 
bitterness of the feud between Senator Couzens 
and Secretary Mellon seemed to have raised ob- 
stacles in the path of a Congressional rescue 
party. It was freely predicted that the next 
meeting of Congress would result in a free-for-all 
fight over tax-reduction and tax-revision which, 
for bitterness and recrimination, might make 
even the oil scandal of the preceding year and 
the exposures in the Department of Justice look 
like an old-fashioned Sunday-school picnic. 
Before scrutinizing the causes of the Mellon- 
Couzens imbroglio, let us examine some of the in- 
come-tax evils which the fracas apparently brought 
to light. Such weaknesses in the law as the pub- 
licity clause, which laid a firm’s private affairs open 
to the perusal of business rivals, and the high sur- 
taxes, which were driving capital into tax-exempt 
securities, were ignored by both Couzens and Mel- 
lon when they “squared off” for this particular 
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round of their seemingly endless battle. The defects 
in which they were interested related chiefly to the 
administrative measures of the income-tax law. 

Thus, while Senator Couzens was promoting 
suspicion as to tax-refunds due to over-assessments 
in previous years, and Secretary Mellon was rais- 
ing the question of underpayments by Senator 
Couzens on his own profits of six years before, it 
transpired that because of later court decisions, em- 
ployees of self-sustaining water departments of 
various cities were to be asked to file income-tax 
returns for the past six years—during which, ac- 
cording to a previous interpretation of the law, 
they were exempt. 

Many thoughtful observers ventured the opinion 
that the Mellon-Couzens clash would enable the 
public to understand certain fundamental vices of 
the income-tax law, and that this knowledge would 
blossom into a state of public opinion which would 
eventually cause the death of the law. These 
observers believed that if citizens continued to pay 
an income-tax at all, it would be in the simple form 
of a tax on gross income or gross sales, which 
everybody could understand, and concerning which 
there could be no dispute. Only the complexity of 
the law was responsible for the conflict between 
Couzens and Mellon, both of whom unquestionably 
were acting in good faith. 

This complexity gave rise to discretion on the 
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part of the income-tax department; discretion, in 
turn, gave rise to the possibility, at least, of favor 
or disfavor; and this possibility, in turn, gave rise 
to the final possibility of such charges as those made 
by Senator Couzens: (1) That the Treasury De- 
partment practiced favor toward some persons, and 
(2) that it was practicing malice toward Couzens 
himself. That this was deplorable was one point 
on which even Secretary Mellon and Senator Couz- 
ens could agree. 

In 1920, the Michigan Senator, in order to make 
out his income-tax statement, asked the Treasury 
Department to decide the value of stock in the Ford 
Motor Company as of 1913. That valuation, as 
every accountant knows, involved a heap of discre- 
tion on the part of the income-tax bureau. No mat- 
ter what valuation might have been given, it would 
have been susceptible to charges of being too high 
or too low, or both. Senator Couzens accepted the 
valuation, made out his statement based on it, 
and paid his tax. 

Nearly five years later somebody informed Secre- 
tary Mellon that the assessment was too low. The 
Secretary, being thus put upon notice, was obliged 
to look into the matter. Having notified Senator 
Couzens that he was going to investigate, Mr. Mel- 
lon was susceptible to being charged, as Couzens 
charged him, with malice. On the other hand, if 
the income-tax bureau had failed to take notice of 
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the information, it would have been quite possible 
for some enemy of Senator Couzens or Secretary 
Mellon to charge that the latter had practiced favor 
toward the former, or that he was afraid of him. 

For nearly two years Senator Couzens had been 
charging that certain corporations were unduly fav- 
ored by Secretary Mellon. The counter-charge, of 
course, was that Couzens himself had been unduly 
favored by a preceding Secretary of the Treasury. 
To this the former mayor of Detroit replied that in 
this instance the Secretary of the Treasury was 
practicing the other vice of allowing his personal 
malice to influence his power of discretion. 

One of the most important revelations made by 
the Couzens committee was the unscientific nature 
of the high surtax rates. It was virtually impos- 
sible to make collections under them. Whenever 
it appeared to Treasury officials that strict en- 
forcement would result in confiscation, the loop- 
holes and ambiguities of the law were used as a 
means of escape for the firm or individual whom 
enforcement would have ruined financially. Secre- 


tary Mellon was not accused of having violated the | 


law. He had apparently used it, however, on the 
advice of experts in the Department of Justice, to 
prevent certain doings of which he knew the coun- 
try would not approve. 
It will be recalled that when Secretary Mellon’s 
tax-reduction scheme was announced, Senator Couz- 
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ens was one of the first to critize it, openly charg- 
ing that Mr. Mellon, with his extensive corporation 
interests, had a deep, personal interest in tax- 
revision along the lines which he recommended to 
Congress. In the rather tart correspondence which 
followed, Mellon accused Couzens of having evaded 
the income tax by investing his fortune in tax-ex- 
empt securities. Then, after a long and wordy bat- 
tle, the Senate ordered an investigation of Secre- 
tary Mellon’s Internal Revenue Bureau, and Sen- 
ator Couzens was placed in charge of the inquiry. 

The more important complaints against the Bu- 
reau were that it was years behind in its work, that 
taxpayers had no way of knowing whether returns 
had been allowed or not, and that tax “fixers” and 
experts of various kinds were necessary to get fav- 
orable rulings from the Treasury. 

Jim Couzens is a natural-born fighter. The 
story of his rise from poverty to wealth smacks of 
romance—the romance of the flivver. He made his 
first important step forward when he invested 
$1,000 in the Ford Motor Company. Having only 
$900 of his own, he begged an aunt to lend him 
$100 to make it an even thousand. “It will make 
us both rich,” he said. And it did. When he sold 
out his holdings in 1919, Jim Couzens did not 
forget the aunt whose $100 was a part of the seed 
from which his present fortune of $50,000,000 
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grew. He not only repaid her the original amount 
of the loan, but about $600,000 besides. 

This is the man who was locked in what his 
friends described as “a battle to the bitter end” with 
Secretary Mellon. ‘TI’ll drive him out of the Treas- 
ury or bust!” he declared. 

But Mellon, at the time of this writing, is still 
in the Treasury. Nor has Senator Couzens shown 
any signs of “busting.” 


23 


Ir was Monday, June 16, 1925. The Alumni 
Association of Kenyon College, Gambier, Ohio, 
was having its annual luncheon. 

Said the toastmaster: 

“At our Centennial last year a Pennsylvanian 
graced us with his presence, and to use his own 
language, he ‘came here with pleasure,’ and I 
might add, he left beloved by every Kenyon man. 
I refer to the Honorable George Wharton Pepper. 

“Today we have with us another Pennsylva- 
nian, a big man in every sense of the word, a 
statesman and one of the greatest financiers of 
all time. We trust that his visit here will be 
such that he will leave Kenyon with regret—the 
Honorable Andrew W. Mellon, Secretary of the 
Treasury!” 

Mr. Mellon arose and bowed amid wild ap- 
plause. 
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“I’m afraid the toastmaster was over-generous 
in strong words,” Mr. Mellon said. “Still, I am 
glad to be here, and I very greatly appreciate the 
welcome that I have received. I believe that it 
is a high honor to receive a degree and such a 
welcome from such an old and distinguished insti- 
tution. 

“Institutions, as years go by, build reputations 
for themselves, and I know that Kenyon has 
established a character of its own and a standing 
that is the pride of all those who are so fortunate 
as to have received her tribute. I particularly 
value this honor.” 

The honor referred to was the honorary degree 
of Doctor of Laws—number seven, by the way— 
which had been conferred upon Mr. Mellon that 
morning. In presenting the degree, Dr. William 
F, Peirce, president of the college, said: 

“The faculty of the college of arts and sciences 
confers the honorary degree of Doctor of Laws 
upon Andrew William Mellon, Secretary of the 
Treasury. Mr. Mellon was educated at the Uni- 
versity of Pittsburgh. He is interested in the 
development of coal, coke and iron enterprises. 
He is the director in many financial and indus- 
trial organizations, and a trustee of the Carnegie 
Institute of Pittsburgh. Mr. Mellon founded 
Denorah, Pennsylvania, and established steel 
mills there. He became Secretary of the Treas- 
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ury in the Cabinet of President Harding on 
March 4, 1921, and has continued in this office 
under President Coolidge. His achievement in 
this office the entire nation knows.” 

Turning to Mr. Mellon, President Peirce said: 

“Andrew William Mellon, eminent financier, 
leader in the industrial affairs of a great neigh- 
boring financial center, noble public servant, 
ablest Secretary of the Treasury since Alexander 
Hamilton, you will now be presented for the 
honorary degree of Doctor of Laws.” 


24 


On May 29, 1925, Belgium informed Secretary 
Mellon that it desired to “initiate at an early 
date negotiations for the definite settlement” of 
its debt to the United States. 

A Belgian Debt Commission was appointed, 
consisting of Baron de Cartier, Belgian Ambas- 
sador to the United States, former Premier 
Theunis, and two eminent Belgian bankers. On 
August 10 these gentlemen arrived in Washing- 
ton, where they were met by the American Debt 
Commission, composed of Secretaries Mellon, 
Hoover and Kellogg, Senator Reed Smoot, Rep- 
resentatives T. E. Burton and Charles R. Crisp, 
Richard Olney and Edward N. Hurley. 

Fight days later a mutually satisfactory agree- 
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ment was reached. Both sides had agreed that 
Belgium’s position as a debtor was a peculiar one. 
Her total debt was divided into a war-time and 
a post-war indebtedness. According to the 
Treaty of Versailles, the Allies, including the 
United States, agreed to collect from Germany 
reimbursement for the sums lent to Belgium. 
But Congress refused to ratify the Treaty, and 
the United States, of course, was not legally 
bound by the agreement. The American Debt 
Commission felt, nevertheless, that ‘there does 
continue a weighty moral obligation, as a result 
of assurances given, which entirely differentiates” 
the war-time portion of the Belgian debt “from 
all the debts due the United States from foreign 
countries.” 

In recognition of this “moral obligation,” the 
entire debt was split into two parts. First, there 
was the $171,780,000 of pre-armistice debt, on 
which no interest at all was to be charged, and 
which was to be paid in sixty-two annual install- 
ments: $1,000,000 annually the first two years, 
a certain larger sum each year until it reached 
$2,900,000 in 1932, and remaining at that figure 
up to the final payment of $2,280,000. The post- 
war debt of $246,000,000 included accrued inter- 
est up to the summer of 1925, part of the time 
at four and a quarter and part of the time at three 
percent. This sum, according to the terms of 
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the agreement, would be paid off in sixty-two 
years. The first annual payment of this part of 
the debt, including both interest and principal, 
was to be $2,840,000; then it would increase each 
year until after the third payment, when the an- 
nual installment would be a little less than $10,- 
000,000. This meant a total payment from Bel- 
gium, over the entire sixty-two year period, of 
$727,830,500, the amount necessary to pay off 
with interest an actual debt of $417,780,000. 

Unquestionably, the settlement of the debt 
showed a generosity which mocked all those who 
accused Uncle Sam of being a Shylock; and it 
was gratifying, too, because it seemed to assure 
the success of the negotiations which were shortly 
to begin with representatives of France and Italy. 
But the most important thing of all was the fact 
that Belgium had been too careful of its national 
honor to permit it to be stained by repudiation of 
just debts. The settlement was characterized by 
Secretary Mellon as “a recognition of the integrity 
of international obligations and the settlement of a 
question which might disturb the long friendship 
of the two nations.” 

Members of the American Commission took 
pains to emphasize the fact, however, that the 
Belgium agreement was not to be regarded as a 
precedent which would apply to either France or 
Italy, the two principal remaining debtors. Not 
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only was Belgium recognized at the Peace Con- 
ference as being in a different situation from her 
allies, but she was in a peculiar degree the innocent 
bystander in the tremendous clash of arms, and she 
did not make any such territorial gains as were the 
lot of France and Italy. Naturally, the latter na- 
tions could not rightfully expect similar terms. 
And Uncle Sam wanted them to know it! 

The sums involved were so small that the whole 
transaction had almost no financial importance. Be- 
cause of its effect on the impending French and 
Italian debt settlements, the importance of the 
Belgium debt settlement was political and moral, 
rather than financial. 

The American Commission had changed nothing 
in principle. While they had sliced more than 
fifty percent off the cost of Belgium’s war-time 
indebtedness, they had done so for a reason which 
the other debtors could not use. Belgium had been 
promised special treatment by President Wilson, 
Lloyd George and Clemenceau, and the American 
Commission recognized the promise by insisting 
that it was unique. 

This was wise. It removed every reasonable 
basis for objection to the settlement on the part of 
the Belgian people. At the same time, the United 
States was spared the inevitable misunderstanding 
which would have been bound to follow any fav- 
oritism shown to one ally as against another. In 
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principle, the Belgians were to pay on the same 
terms as the British. 

The admission by the American negotiators of 
the existence of a “moral obligation” was widely 
and variously commented upon by the press. The 
Chicago Tribune, self-styled “World’s Greatest 
Newspaper,” which had opposed Wilson and the 
League of Nations, suggested that it might have 
been “a handsomer thing” to make Belgium a pres- 
ent of the debt. 

“Tf the moral obligation applied to the interest, 
it would seem equally to apply to the principal,” 
said the Tribune. “We seem to say that we feel a 
little sense of moral obligation, but not enough to 
go all the way through.” 

The most important principle of America’s policy 
regarding the war debts was “capacity to pay.” 
While the 1925 Belgium budget was in deficit, this 
was partly due, it was said, to generosity in in- 
creasing the salaries of various government em- 
ployees, to debt charges on recent borrowings from 
private citizens in the United States, and to slow- 
ness and evasion on the part of Belgian taxpayers. 
Moreover, Belgium was said to be lightly taxed, 
her taxpayers contributing for government expen- 
ditures only 408 francs per capita as compared with 
606 for the United States, 744 for France, and 
1,427 for England. Her public debt was said to be 
only slightly over one-fourth of her national 
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wealth, while France and England were laboring 
under national debts of about half their wealth. 
Practically the entire program of reconstruction had 
been completed, and Belgium was said to have come 
back so strongly in industry as to be at least as 
powerful a factor in the production of metals, coal, 
cement, textiles, glass, etc., as she had been before 
the war. 

With the funding of the Belgian debt, six nations 
had made arrangements with the United States for 
payment of more than $5,000,000,000 of the 
$12,000,000,000 due her through loans to twenty 
foreign nations. The principal as funded, the 
interest to be paid, and the total payments are 
shown in the following table: 


; Principal Interest Total 
SCT eens $ 417,780,000 $ 310,050,500 $ 727,830,000 
Finland 9,000,000 12,695,055 21,695,055 

e E 6,505,965,000 11,105,965,000 

Sih, ae rs 1,939,000 2,754,240 4,693,240 
WPUAnia . - 5 6,030,000 8,501,940 14,531,940 
MeevETIG ee . 178,000,000 257,127,550 435,687,550 
Pbotalass ts 2s $5,213,309,000  $7,097,094,285  $12,310,403,285 


Of the total amount funded, payments on prin- 
cipal amounting to $46,000,000, and of interest 
amounting to $276,000,000, had been paid—prac- 
tically all of it by Great Britain. 

Included in the nearly $7,000,000,000 yet to be 
funded were France’s debt of $4,210,556,948 and 
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Italy’s debt of $2,138,543,852, and also $255,147,- 
692 which this country had loaned to Russia and 
which was considered a total loss. 


25 

IT wAS raining. 

A taxicab drew up to the curb in front of the 
Treasury Building and stopped. An elderly man, 
small and gray, stepped out. 

“Two-eighty,” the driver announced, extending 
his hand, palm up. 

The erstwhile passenger reached into his pocket. 
A look somewhat akin to consternation crossed his 
lean face. 

“By jove,” he exclaimed, “I’ve come out with- 
out my wallet.” 

“Old stuff,’ the driver decided. ‘‘Come across 
with the jack—or I'll call a cop!” 

“There is no need to do that,” said the passenger. 
“Just wait a moment and I’ll send the money out 
to you.” He started up the Treasury steps. 

“Nix,” cried the chauffeur, grabbing the man’s 
arm. “I’m wise to that game. In this door and 
out another, eh? Nothin’ doin’, kiddo!” 

“But I’m Secretary Mellon—” 

“Yeh,” the cabman broke in, derisively. “And 
I’m Cleopatra—and so’s your old man! Don’t try 
to pull that stuff on me. I’m wise—see?” 

The Secretary of the Treasury saw—that there 
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“COME ACROSS WITH THE JACK—OR PLL CALL A COP!” 
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was but one thing to do: send somebody in for the 
money. A newsboy stood nearby, and the third 
richest man in the United States interrupted his 
yells of “wuxtry poiper” to ask him to go into the 
Treasury and “tell Mr. Sixsmith to give you $2.80 
for Mr. Mellon.” 

In a few minutes the boy returned with the 
necessary cash, Mr. Mellon paid his ransom and 
was released. 

Andrew Mellon does not often ride in taxicabs. 
If he rides at all, it is usually in one of his several 
high-powered cars, one of which is the only all- 
aluminum automobile in the world. But Mr. Mellon 
usually prefers to walk. In fact, that is his favor- 
ite diversion. 

Every morning at eight-thirty this slim, elegant 
Secretary of the Treasury leaves his apartment on 
Massachusetts Avenue and strolls down to the 
Treasury building, where he arrives at exactly nine 
o’clock. His hours of labor are from nine until six, 
with an hour off for lunch. Sometimes, when the 
Treasury Department is busier than usual, he works 
until midnight. When he was formulating the 
now famous Mellon Plan, it is said, he was at his 
desk until four in the morning several times. 

Nor do his subordinates object to working over- 
time to help him. “Every man and woman in the 
Treasury Department loves Secretary Mellon,” says 
David E. Finley, who has been his special assistant 
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since 1921, “and every one of us is happy to do 
anything to please him. I have stayed at my desk 
until one or two or three or four many a morning. 
And that’s something I wouldn’t do for any other 
man in the world!” 

This same David E. Finley considers Andrew 
Mellon “the greatest man in the world.” That 
opinion, by the way, is held by goodness-knows- 
how-many other people, both in and out of the 
Treasury. 

“Secretary Mellon’s is the best mind in the 
world,” says Mr. Finley. “I do not mean that it is 
the most imaginative or the wittiest, but it is 
capable of striking into the very heart of a problem 
and solving it in record-breaking time.” 

Passing him on the street, one would never sus- 
pect Andrew Mellon of being a multi-millionaire. 
He dresses neatly, but not in a manner which some 
folks would describe as “swell.” Indeed, his tastes 
are surprisingly simple for a man of his means. 
He wears good clothing, of course, and eats good 
food, but he is one of the most abstemious men 
in public life. He seldom drinks, according to Fin- 
ley, and his daily quota of cigars is extremely small. 

Mr. Mellon graduated long ago from the class 
in which the well-known coin of the realm is con- 
sidered merely as the means of purchasing personal 
‘enjoyment. He considers money rather as the 
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means of developing something—the tool with which 
to build a home, a business or a nation. 

The Secretary of the Treasury has one expensive 
hobby, however: Art. He owns a fine collection of 
paintings and other masterpieces, but only his most 
intimate friends are privileged to view them—and 
then only on condition that they tell no one about 
them. 

“Why all the secrecy?” is the natural question. 
And Mr. Finley, who knows Mr. Mellon as well as 
any other living man, answers it something like 
this: 

“Like every other famous man of wealth, Secre- 
tary Mellon receives thousands of begging letters 
each week. Naturally, he cannot possibly grant all 
of the requests made in these letters; to do that 
would bankrupt him in short order. And not being 
able to grant all of them, the only fair thing to do 
is to grant none of them. If the news were broad- 
cast that Mr. Mellon had just purchased a work of 
art for so many hundreds or thousands of dollars, 
these people whose requests for loans or gifts have 
been ignored would say: ‘Huh! He wouldn’t let 
me have a measly five hundred dollars to pay my 
debts, but he can spend umpty-ump thousand for a 
darned old painting!’ ” 

But his art collection is not the only thing con- 
cerning which the Secretary of the Treasury swears 
his friends and associates to secrecy. As a matter 
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of fact, his motto seems to be Sh-h-h! or something 
very close to it. That is why so little is known of 
the man and his activities. When President Hard- 
ing invited him into his Cabinet, Mr. Mellon was 
the least known of America’s multi-millionaires. 
Very few people outside of industrial and financial 
circles were acquainted with him or with his work. 

And today, after nearly nine years at the helm 
of the United States Treasury, he remains a man 
of mystery. There is no figure in public life about 
whom so little is known. 

Shy as a youngster, all his hobnobbing with the 
great and near-great has failed to remove the diffi- 
dence and seeming timidity which identified him as 
a student at the old Western University of Penn- 
sylvania. Compared with him, “Silent Cal’ Cool- 
idge is one of the most talkative men in the world. 
His favorite expresion is: “I’d rather not talk 
about it.” He is, as any Washington newspaper 
man will tell you, just about the “toughest” assign- 
ment any reporter ever fell heir to. 

A politician who does not talk is as rare an 
animal as the historic oofusgoofus. And not being 
a speechmaker, Andrew Mellon obviously is not a 
politician—nor will he ever be. He possesses keen 
political insight, however, and his judgment con- 
cerning things political is respected by every poli- 
tician in Washington. 

The so-called Mellon Machine did not take form 
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in Western Pennsylvania until after the death of 
Boies Penrose, in 1921. Asa matter of fact, there 
is no real Mellon Machine. As one of the greatest 
public figures in the United States, it is only nat- 
ural that Andrew Mellon should have a large fol- 
lowing of politicians, near-politicians and would-be 
politicians, especially in Pennsylvania, his native 
State. And it is even more natural that these 
people should admire him and look to him for 
guidance. Hence, when Mellon gives his indorse- 
ment to this or that candidate, or to this or that 
policy, these people are right there with the follow- 
up. “If it suits Andy Mellon,” they say in Penn- 
sylvania, “T’ll tell the world it suits me!” 


26 


La FRANCE is a nice lady. But, like many an- 
other nice lady, she is rather difficult to do business 
with. Ask Secretary Mellon—he knows! 

He knows, for instance, that between his and 
M. Caillaux’s estimate of what France would be 
able to pay the United States in a period of more 
than sixty years was a difference of over $2,000,- 
000,000. He knows, too, that this difference of 
opinion as to France’s “capacity to pay” forced the 
French debt-funding negotiations at Washington to 
the brink of a deadlock which was avoided only by 
the tentative adoption of a five-year truce. 
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During this conference, which was held in the 
fall of 1925, Secretary Mellon recognized the prin- 
ciple of “capacity to pay” as the only basis of nego- 
tiations fair to both parties. The only difficulty 
was to decide just what was France’s “capacity to 
pay.” And on this subject there was room for an 
enormous difference of opinion. 

The Institute of Economics, an unofficial body 
endowed by the Carnegie Institute, was organized, 
according to its charter, “for the sole object of 
ascertaining the facts about current economic prob- 
lems, and of interpreting these facts for the people 
of the United States in the most simple and under- 
standable form.” After two years of work by its 
‘staff of expert investigators, this organization ar- 
rived at the conclusion that while France might, by 
further inflation and further borrowing, make pay- 
ments on her debt comparable to those made by 
Great Britain, the result in the long run would be 
“disastrous” to France. The Institute pointed out 
that in no year since the war had France succeeded 
in balancing its budget, and that in spite of mis- 
leading observations by the French Treasury, there 
was no prospect that the budget could be balanced 
in 1926. The Institute wondered how a nation 
which could not raise sufficient revenue to defray its 
domestic expenditures could be expected to make 
rather corpulent payments to its foreign creditors. 

Much had been said of France’s prosperity, and 
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the Institute’s report was read with amazement by 
many. It might be pointed out, however, that this 
so-called prosperity was born of inflation and rested 
on an unsound basis. The very process of balanc- 
ing the budget and stabilizing the currency would 
knock business groggy, temporarily at least, and 
bring this pseudo-prosperity to an abrupt end. 

What, then, was to be done? 

Two courses were open, and France was in the 
position of having to choose between them. She 
might follow in the footsteps of Germany and let 
Old Man Inflation run his course, with all the 
disastrous economic and social consequences which 
such a policy would entail; or she might put the 
K. O. on Mr. Inflation by high interest rates and 
curtailed bank and government credit. The latter 
course would be hard, but, it was believed by many 
experts, it would prove the less painful in the end. 

While the French government was suffering 
financial embarrassment, however, the nation’s busi- 
ness was economically sound, according to Sen- 
ator Arthur Capper, of Kansas, a recognized au- 
thority on things agricultural. Returning from 
Europe after a three-months’ investigation of 
farming and general conditions, he said: 

“In France I found everybody working. People 
there are happy and contented. French farmers are 
blessed with good crops and good prices. The 
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government still is badly crippled financially, but 
all lines of business are active and profitable. 

“The agricultural position of France has im- 
proved markedly since the Armistice. While the 
acreage is still below the pre-war level, it has in- 
creased rapidly. With the modern methods they 
have introduced in their farming since the war, 
and the more extensive use of fertilizers, the pro- 
duction, though on a smaller acreage, lacks little 
of having gained the pre-war figures, despite the 
shortage of labor... .. 

“The fact that farmers of France are favored 
with a rate of taxation about twenty-five percent 
less than that paid by any other class has had its 
part in the rapid stabilizing of agricultural condi- 
tions in France. 

“As to tax, all incomes of more than $350 a 
year are taxed. The average clerk or machinist 
receiving a salary of $600 a year will pay one- 
fourth of it in taxes. As wages in France are 
about thirty-five to fifty percent of American 
wages, it is evident that the common people are 
paying their share of the taxes. France has always 
gone in strong for indirect taxation. It has today 
a sales tax on virtually everything the people buy, 
necessaries as well as luxuries. It is the govern- 
ment’s chief source of income. Figures show that 
national and local taxation in France are about 
twenty-five percent of the resources of the people, 
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as compared with ten percent in the United States. 
and twenty-two percent in Great Britain. 

“When calculated in gold, goods are cheaper in 
France at the present time than in England or 
America. If the franc is stabilized, it is to be 
expected that prices will rise gradually until their 
ratio to the exchange rate is more nearly equal to 
the level existing in England and America. Then 
it is reasonable to expect a demand for increased 
wages. : 

“One recalls that France’s problem after the war 
was to restore agriculture, industry and mining in 
the territory extending from the North Sea to 
Switzerland, a distance of three hundred miles, 
where everything had been destroyed. Since then 
she has rebuilt 2,940 miles of railroad, 21,000 fac- 
tories and 606,000 houses, and restored to agri- 
culture 6,640,000 acres of land. 

“Conditions in France are in striking contrast 
to the situation in England, where I found 
1,500,000 people out of work and business more or 
less depressed.” 

It was not until April, 1926, that France’s debt 
to the United States was definitely settled. 

The agreement, signed by Ambassador Henry 
Berenger, subject to ratification by the French 
Parliament, called for annual payments of $30,- 
000,000 for seventeen years, and $125,000,000 a 
year until the sixty-second year, when the payment 

136 


cAndrew W. Mellon 


would be slightly less. This was an improvement 
over the five-year compromise effected by M. Cail- 
laux in October, 1925. France’s offer at that time 
was to pay $40,000,000 a year for five years, $60,- 
000,000 for the next seven years, and $100,000,000 
a year for the succeeding fifty-six years. Under 
this agreement, the total settlement would have 
been $6,220,000,000 as against $6,847,674,104 in 
the Berenger agreement—a difference of $627,- 
000,000. 

In its report of the settlement, the American 
Debt Commission said: 

“In view of the enormous burden of the domestic 
debt of France, the difficulty of raising by taxation 
a sufficient revenue to meet the charges of this 
debt, to carry on the ordinary government opera- 
tions, and to find the exchanges necessary to pay 
her foreign debt to the United States and to Eng- 
land, the Commission believes that this settlement 
represents substantially France’s capacity to pay.” 

“T believe that the settlement ... is fair and 
just to both Governments and recommend its ap- 
proval,” said President Coolidge in his message to 
Congress. 

This settlement, which has since come to be 
known as the Mellon-Berenger Agreement, was 
ratified by both the United States Congress and 
the French Parliament. 

A most refreshing picture was presented by the 
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new nation of Czechoslovakia. Unlike some other 
nations, she had not mastered the difficult art of 
debt-dodging. An interesting account of her “com- 
ing across” appeared in the Washington News: 

“Walking right up to the cashier without so 
much as batting a lash, she asked: ‘How much?’ 

“*A little matter of $115,000,000,’ replied Mr. 
Mellon. ‘With three percent for the first ten 
years and three and a half percent for fifty-two 
years more.’ 

““C) K.,’ said she, cheerfully. 

“Which will mean,’ the cashier added, after 
doing a bit of figuring on the back of some Euro- 
pean IOU’s now used in Washington for scratch 
paper, ‘that you will pay, during the whole sixty- 
two year period, approximately $300,000,000.’ 

““Fair enough, she answered. ‘You’ve been 
very kind. My regards to the folks, and au revoir.’ 

“Whereupon Miss Czechoslovakia gave a dim- 
pled smile and flirted off home to Prague.” 

Similar high praise came from many another 
American editor, doubtless the more enthusiastic 
because of the contrast with the artful hemming 
and hawing of others, who had failed to agree on 
a permanent settlement. And over in Prague the 
papers were just as well pleased with your Uncle 
Samuel, one of them cheerfully remarking that 
the installments agreed upon were “quite bear- 
able.” There was a slight difference of opinion as 
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to the exact amount owed by Miss Czechoslovakia, 
but a compromise figure of $115,000,000 was 
reached with a minimum of the foresaid hemming 
and hawing. The Czechs cheerfully agreed to pay 
the United States $3,000,000 a year for eighteen 
years, and then about $6,000,000 a year for forty- 
four years. The rate of interest, it was agreed, 
would be three percent for ten years, to be fol- 
lowed by three and a half percent for the re- 
mainder of the period. This agreement was reached 
on October 9, 1925, by Dr. Vilem Pospisil, Karel 
Kucera and Dr. Karel Brabanec, representing the 
Czechoslovakian Republic, and the American Com- 
mission headed by Secretary Mellon. 

On September 4 Secretary Mellon quietly an- 
nounced that a settlement had been made of the 
$5,775,000 owed the United States by the tiny 
nation of Latvia. And debt missions from Italy, 
Roumania and Jugoslavia were expected before the 
end of autumn. So, as Mr. Mellon so aptly put 
it, debt negotiations bade fair to be a “continuous 
performance.” 

The Czechoslovakian debt was not the smallest 
one on Uncle Sam’s books. While six nations 
owed the United States more than Miss Czecho- 
slovakia did, thirteen countries owed smaller sums. 

The liberal terms which Uncle Sam chivalrously 
extended to Miss Czechoslovakia were in keeping 
with the double-barrelled policy of the Administra- 
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tion: (1) To accord substantially the same terms 
to every debtor, and (2) to take notice of capacity 
to pay. 

And Miss Czechoslovakia was quite able to 
meet her payments. An important sugar-beet crop 
made this nation rich agriculturally, and she pos- 
sessed valuable coal lands, formerly belonging to 
Austria, which produced about 1,000,000 tons of 
coal a month and 1,125,000 tons of lignite. In the 
previous four years the foreign trade of the coun- 
try had resulted in a favorable balance, averaging 
$70,000,000 a year. The government of Czecho- 
slovakia reported a surplus of $39,000,000 in 1924, 
and the expenditures for military purposes had 
been reduced from $67,000,000 to $55,000,000 dur- 
ing the previous two years. 

The trade balance with the United States, how- 
ever, was unfavorable to the extent of about 
$3,000,000, which represented a problem in transfer 
of funds in connection with the funding of the 
debt, but Secretary Mellon believed that the fav- 
orable balance on all Czechoslovakia’s foreign trade 
would absorb the sums due the United States. 

The nations which had now made arrangements 
with the United States for the payment of their 
war and post-war debts were Great Britain, Bel- 
gium, Hungary, Latvia, Lithuania, Finland, Poland 
and Czechoslovakia. Cuba, which borrowed $10,- 
000,000, had wiped out its entire debt in August, 
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1922. Austria, under the terms of the so-called 
Lodge Resolution, had been accorded special priv- 
ileges with regard to the postponement of pay- 
ments. Nicaragua, which owed the United States 
a small sum for materials purchased after the 
war, was paying it off in regular installments. The 
other foreign countries whose debts had not yet 
been funded or paid were Greece, Russia, Liberia 
and Armenia. The Russian government was not 
recognized by the United States, however, and 
there was no Armenian government, so the chances 
of collecting these debts were considered nil. 

Great Britain was the first nation to settle its 
war debt to the United States. This settlement, 
effected February 2, 1923, called for payment of 
$4,600,000,000 over a period of sixty-two years. 

As for the other debts: The Italian debt was 
finally funded on November 12, 1925. Italy agreed 
to pay the United States approximatery $2,407,- 
000,000 in sixty-two gradually increasing annual 
installments, commencing with $5,000,000 for the 
first five years. The Estonian debt was settled on 
October 28, 1925; the Roumanian debt was funded 
on December 1, 1925; and an arrangement was 
made with Jugoslavia for the payment of her debt 
on May 8, 1926. 
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Po.itTics Is a dirty game. 

That fact has been Secretary Mellon’s greatest 
handicap in his efforts to reorganize the nation’s 
taxation system and to reduce taxes. 

The original Mellon Plan, submitted in 1923, was 
a good one and should have been accepted. But 
it wasn’t. 

Why? 

Because politics is a dirty game! 

Congress is composed of so many Republicans 
and so many Democrats. And politics being the 
kind of game that it is, every Democratic Congress- 
man is going to do all in his power to prevent a 
Republican Secretary of the Treasury from getting 
the credit for having formulated a scheme for the 
reduction of the tax burden. That is why the 
Mellon Plan was not adopted. A Democratic 
minority and a few Republican insurgents com- 
bined to defeat it. 

Representative John Nance Garner, of Texas, 
was one of the gentlemen who helped upset the 
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Mellon Plan. Being a Democrat, he felt that it 
was up to him to frame a counter-plan calculated 
to challenge the suggestions contained in Mr. Mel- 
lon’s proposal. This was the now famous “Garner 
plan,” which was vastly inferior in point of work- 
ability to the Mellon Plan. 

The sole object of a politician, be it known, is 
to win elections. 

That is why Mr. Garner and his Democratic 
cohorts applied their war-paint and presented what 
some folks would describe as a “song and dance” 
in favor of eliminating taxes on incomes under 
$5,000. Their purpose, of course, was to arouse 
the enthusiasm of the “little fellow’ by charging 
that the Republicans were interested only in the 
“big fellow.” They hoped to win an overwhelm- 
ing victory in the 1926 Congressional elections and 
to defeat President Coolidge for re-election in 1928. 
Hence, for no other reason than to discredit the 
Republican party and corral a majority of votes 
in future elections, Garner proposed to raise the 
exemptions to $5,000 for married men and $3,500 
for single men. Other Democrats and a few Re- 
publicans were inclined to agree with the Texan. 

The Administration, of course, looked with dis- 
favor upon suggestions emanating from Democrats 
that nearly three million voters be relieved of all 
Federal taxes. The President agreed with Secre- 
tary Mellon that it would be unfair and inequitable 
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to exempt any class of taxpayers earning as much 
as $5,000 a year. 

This viewpoint was set forth with considerable 
care in a letter written by Secretary Mellon to 
Senator Walter Edge, of New Jersey. Mr. Edge, 
a Republican, had called Mr. Mellon’s attention 
to the suggestions then current that raising the 
exemption to $5,000 would eliminate a good deal 
of bookkeeping without sacrificing very much 
actual revenue. 

The Secretary of the Treasury replied that if a 
straight $5,000 exemption were applied to all tax- 
payers, the revenue loss, based on 1925 revenues, 
would be $167,000,000. The Secretary estimated 
that if costs of revenue collection could be worked 
out completely, the expense of collecting the tax on 
incomes of $5,000 and less would be not more than 
$5,000,000. 

“Compare this expense,” he challenged, “with a 
revenue of $167,000,000!” 

The raising of the exemption, Mr. Mellon 
pointed out, would not proportionately eliminate 
the making-out of returns, since in order to pre- 
vent evasions, returns must be made on incomes 
of a certain size, even though the net incomes 
might be below the exemption line. 

“As the law now stands,” said Secretary Mellon, 
“less than fifty percent of those who make returns 
and whose returns are audited pay any tax at all.” 
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And as for the Tax Bureau being congested by 
the mass of small returns: 

“It has been our experience that returns of small 
net incomes are very quickly audited, and that the 
returns of large incomes are the principal cause of 
delay and require the greatest number of em- 
ployees.” 

To quote the Secretary’s letter further: 

“It is true that under the present law a married 
man with an income of $3,000 pays but $7.50 tax, 
or one-fourth of one percent of his income; one 
with $4,000 pays $22.50 tax, or one-half of one 
percent; and one with $5,000 pays $37.50 tax, or 
three-fourths of one percent. These seem insig- 
nificant sums. They are to the taxpayer, but not 
to the Government. It must be remembered that 
great businesses have been built up on small re- 
turns and large volume. The most conspicuous 
example which comes to my mind is the five-and- 
ten-cent stores. We ignore experience if we say 
that these small taxes from net incomes of $5,000 
or less are not worth getting. 

“Income tax first touches the citizen of this coun- 
try at a much higher point of income than in any 
other country with which I am familiar. In other 
countries the tax is on a broad base. With us this 
base has already been very much narrowed. To 
narrow it further would make the whole tax struc- 
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ture unstable and its continued usefulness as a 
source of revenue uncertain. 

“As a matter of policy, it is advisable to have 
every citizen with a stake in his country. Nothing 
brings home to a man the feeling that he personally 
has an interest in seeing that government revenues 
are not squandered, but intelligently expended, as 
the fact that he contributes individually a direct 
tax, no matter how small, to his government.” 

The Secretary concluded that the tax on in- 
comes which would be affected by raising the ex- 
emption to $5,000 already was so small as to be 
no burden to the taxpayer. 

“The sole result of such a change,” he said, 
would be an enormous loss of revenue to the Gov- 
ernment without a single compensating advantage.” 

Mellon’s arguments were rudely challenged by 
Josephus Daniels in his Raleigh News and 
Observer: 

“The chief argument Mr. Mellon offers against 
exempting incomes under $5,000 is expressed in 
this sentence: ‘It is advisable to have every citizen 
with a stake in his country.’ Very true. Let us 
see how taxation runs: The man who owns a small 
home or farm pays local taxes on it, assessed much 
more nearly at their true value than great build- 
ings or great farms; he pays his State income-tax 
and in many States a poll-tax, uniform as to 
citizens; he pays the bulk of the Federal tariff tax 
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and the tax on tobacco and cigarets, and like taxes. 
Do not all these taxes give him ‘a stake in his 
country’? 

“Practically all the Federal taxes derived from 
income go to pay for the war. Otherwise there 
would be no excuse for taxes being three times 
as much as they were under Wilson before the war 
began. 

“Who shall pay these burdens? It is well known 
that the money made in war was greater than ever 
before. Thousands became very rich. Ought not 
swollen war fortunes to pay the bulk of the war 
debt? And ought not fortunes—such for example, 
as the Mellon fortune, increased by leaps and 
bounds by the tariff that gives his concern a 
monopoly on aluminum—pay their share?” 

Similarly challenging the Mellon reasoning, the 
Omaha World-Herald remarked that if only three 
million actual income-taxpayers out of eight million 
who made returns had “a stake in their country,” 
the other one hundred and ten million inhabitants 
of the United States must be classified as “men 
and women without a country.” 

“Surely,” said this newspaper, “the Secretary 
of the Treasury cannot intend, with a stroke of his 
mighty pen, to expatriate ninety-six percent of us! 

“If he does, we refuse to be expatriated. For 
just this moment the present writer lit a cigaret. 
And he paid on it in taxes to his Government more 
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than the cost of the tobacco and paper in it, plus 
the cost of harvesting and manufacture, plus the 
profits of the producer, the manufacturer, the 
wholesaler and the retailer. 

“Even though we paid no income tax, would not 
that give us a stake in Mr. Mellon’s country? But 
it isn’t confined to cigarets. We pay taxes on our 
coats, on our shoes and socks, on our hats, on our 
shirts and underwear, on the food on the breakfast 
table, on the materials of which our homes are con- 
structed, on the furniture in them, on the vehicles 
we ride in, on the amusements wherein we seek 
surcease—on practically everything, indeed, that 
we have and do. Do not these payments entitle us 
to feel, equally with Mr. Mellon, that we have a 
stake in our country?” 

The Secretary of the Treasury had his own 
cheering section, however. The New York Eve- 
ning Post, for instance, maintained that while the 
Secretary’s letter may not have been good politics, 
his position was “one of common sense and jus- 
tice.” Taking a fling at the advocates of the $5,000 
exemption, this paper said: 

“Most of those members of Congress who favor 
this piece of Democratic-Radical strategy do so be- 
cause they believe it will be a vote-getter where the 
votes grow thickest in the income-tax brackets.” 

And the Secretary’s arguments were praised by 
numerous other papers in all parts of the country, 
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including the New York Herald Tribune, Wall 
Street Journal, Brooklyn Eagle, Jersey City Jour- 
nal, Newark News, Washington Post, Baltimore 
Sun, Columbus Ohio State Journal, Birmingham 
News, Providence Journal, and oodles of others. 

The Philadelphia Evening Bulletin opined that 
“the applause for the Garner scheme will come 
chiefly from people who pay no income tax at all 
and who cheer because of their Red imagining that 
such policy would add to the penalty of getting 
fica. 

“To add three million more citizens to the list 
of those exempt from Federal taxes would be un- 
just to all taxpayers,” was the very sensible view 
taken by the Montgomery Advertiser, ‘and would 
also remove three million voices from the chorus of 
tax protestants. We need all the protestants we 
can get. They tend to sober wasteful officials and 
dreamy uplifters.” 

The Wall Street News commented that the fact 
Mr. Average Citizen’s money was helping to de- 
fray the cost of government gave him “a fence 
rail to block the ‘pork barrel’ when it begins to 
roll uncontrolled along the slopes of Capitol Hill.” 

And the aged Boston Transcript pleaded: 

“Let the saving principle of discipline, the princi- 
ple of some general contribution, however modest, 
toward the support of the National Government be 
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preserved, lest we become a nation of spoiled 
children.” 

Writing in the New York American, George W. 
Hinman observed: 

“Eighteen million persons are running automo- 
biles in the United States, or sixteen million more 
than pay income taxes. It is hard to figure the 
cost of these automobiles below $200 a year each. 
Without doubt, most of the two million taxpayers 
in question are among the eighteen million auto- 
mobile owners. Is any principle of fair taxation 
violated when a man who spends $200 on his ma- 
chine is required to pay a tax of $7.50 or $15, 
or even $37.50? Is any hardship of any kind 
involved? Or again: 

“There are at least twelve million home-owners 
in the United States, and among them surely are 
most of the men with $2,000 to $5,000 income. Is 
it a hardship or injustice that these home-owners, 
according to their moderate means, should pay $7.50 
to $37.50 to support the Government that exists as 
much for them as for the rest of the nation? Or 
again: 

“There are about ten million more stockholders 
and bondholders in the United States now than 
there were before the war. The men with $5,000 
or less income are supposed to account for a large 
part of the increase. Is there any reason, in the 
‘capacity to pay’ argument, why persons who buy 
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securities should be exempted from giving up $7.50 
or $37.50 to the Government, without which all 
securities would cease to be secure?” 

Speaking before the Ways and Means Commit- 
tee when the hearings on tax reduction began on 
October 19, 1925, Secretary Mellon argued: 

“A reduction in the lower brackets . . . means 
no increase in taxable income. A man with $5,000 
salary does not carry funds in non-productive in- 
vestments, and a reduction of his taxes does. . 
create additional taxable income. A reduction in 
the surtax, however, increases the amount of cap- 
ital which is put into productive enterprises, stimu- 
lates business, and makes more certain that there 
will be more $5,000 jobs to go around. 

“It seems to me quite clear that a man with a 
$3,000 job, who, if married and without depend- 
ents, pays a tax of $7.50 under the present law, 
or a man with a $5,000 job, who, under the same 
conditions, pays a tax of $37.50, is more inter- 
ested in having the job than in having his taxes 
reduced. What we mean by tax reform is to make 
more of these jobs.” 

A sensible argument by a sensible Secretary of 
the Treasury! 

But politics, alas, is a dirty game. And it was 
only natural that Mr. Mellon’s political enemies 
should remark, with characteristic cattishness, that 
the Administration of which he was a part con- 
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tended that practically everyone in these United 
States had a good job and was being paid as much 
as, or more than, ever before. 

While Secretary Mellon refrained from form- 
ulating any definite schedules for the Ways and 
Means Committee, he suggested that surtaxes be 
reduced from thirty-seven to twenty percent. This, 
he claimed, would reduce the maximum tax, both 
surtax and normal, levied on the largest income, to 
twenty-five percent, whereas it was then forty- 
two percent. He also “advocated repeal of the 
estate tax; repeal of the gift tax; reduction of 
automobile taxes by repeal of the levies on trucks, 
tires and accessories; repeal of a number of miscel- 
laneous taxes, such as that on works of art brought 
from abroad; and repeal of the publicity section of 
the income-tax law. 

One of the most aggressive opponents of Secre- 
tary Mellon’s proposals for tax reduction was Sen- 
ator Couzens, Mellon’s old enemy. Charging that 
the Secretary’s plan was merely a move to benefit 
the rich, Couzens fought the proposal in the Sen- 
ate, thereby helping to prevent its adoption. 

Just one year later, however, Senator Couzens 
whistled a different tune. What inspired him to 
acknowledge the wisdom of cutting the tax rate 
down to the figures suggested by Secretary Mellon, 
has never been satisfactorily explained. But he 
did. And, of course, everybody was surprised— 
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including, perhaps, Couzens himself. Advocating 
a fifty percent reduction in the maximum surtax 
rates, the Michigan Senator said: 

“Some may say that this is the Mellon Plan— 
but it doesn’t make any difference whose play they 
Call atl: 

Speaking before the Baltimore Bar Association 
on May 19, 1926, Senator Couzens, starting with 
the assumption that taxes might be reduced $400,- 
000,000, suggested the repeal of the so-called “nui- 
sance” taxes, which then represented about $166,- 
000,000 of the Government’s revenue. This, ac- 
cording to Couzens, would leave some $234,000,000 
to be chiselled from the income tax. Said he: 

“After the aforementioned taxes have been re- 
pealed and exemptions made, there will be approxi- 
mately $175,000,000 to $200,000,000 which might 
be taken off the surtaxes, and I think a perfectly 
equitable plan would be to reduce those surtax rates 
fifty percent, which would bring the maximum 
surtax rate on incomes of over $500,000 down to 
twenty percent. Based on the returns of 1922, 
this would mean a material reduction in surtaxes to 
approximately 594,000 individuals. 

“Now some may say that this is the Mellon 
Plan, but it doesn’t make any particular difference 
to me whose plan they call it, although I want to 
point out that while we reached a material reduction 
in surtaxes, as proposed by Mr. Mellon in 1923, 
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it was reached, however, after the taxpayers whom 
we demanded receive relief first had received such 
relief. No logical mind objects to a reduction in 
surtaxes when those most needing it have first 
secured relief.” 

On the strength of these surprising words, a 
large portion of the press assumed that Senator 
Couzens would ally himself with Secretary Mellon 
when the fight for further tax reduction began in 
Congress. 

“Couzens is a convert,” remarked the Chicago 
Evening Post, which saw him coming around to 
Secretary Mellon’s position on income-tax revision. 
“The Michigan Senator should have credit for 
recognizing he was wrong.” 

Senator Couzens, however, was head of the Con- 
gressional committee which was investigating the 
Treasury Department. That department, in turn, 
claimed that Couzens still owed his Uncle Samuel 
more than $10,000,000 on his 1919 income tax. 
That he had changed his mind about the surtaxes 
despite this unsettled controversy with Secretary 
Mellon was a matter of interest and surprise to 
the country at large. Most observers considered 
it good news, and Senator Couzens was given 
credit for “rising superior to private vengeance.” 

Reduction of surtaxes, however, was not the 
only detail in which the Michigan Senator now 
agreed with the Secretary of the Treasury. He, 
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too, pointed out that one of the great loopholes in 
the income-tax law—one of the great causes for 
dwindling revenue—was the deductions allowed for 
capital losses. Analyzing the returns of 3,066 indi- 
viduals whose net taxable incomes in 1916 were 
$100,000 or more, and checking up on the 1923 
returns of these taxpayers, his committee discov- 
ered that during the interim $610,000,000 was de- 
ducted for losses and only $250,000,000 was added 
for capital gains. 

“The subject might very well be discussed as to 
whether the whole matter of taxes on gains and 
credits for losses might not be repealed,” was the 
opinion of the gentleman from Michigan. 

An interesting conclusion, and a very sensible one. 

But Secretary Mellon had made precisely the 
same recommendation to Chairman Green of the 
House Ways and Means Committee on November 
10, 1923— just three years ahead of Senator 
Couzens! 

“Tt is believed that it would be sounder taxation 
policy generally,” the Secretary said at that time, 
“not to recognize either capital gain or capital loss 
for purposes of income tax.” 

The conversion of Senator Couzens was wel- 
comed, however, as a vindication of Secretary 
Mellon. The latter had been conducting a cam- 
paign of education which had produced highly 
pleasing results. On two occasions he had invaded 
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the South, that stronghold of Democracy, where 
he pointed out to his hearers that Senator Glass, 
a Democrat, took the same view on surtaxes when 
he was Secretary of the Treasury under President 
Wilson. 

Everywhere there were evidences of a rapidly 
growing sentiment in favor of the Mellon Plan. 
Judge Elbert H. Gary, of the United States 
Steel Corporation, had just named high taxes as the 
greatest obstacle in the way of American pros- 
perity. At the same time came news that a nation- 
wide organization of business men had been effected 
for the avowed purpose of bringing about a gen- 
eral reduction of the tax burden. And Senator 
King, of Utah, a Democrat, lined up with Secretary 
Mellon by declaring that “the maximum surtax 
rate ought not to be more than twenty percent, 
and should be between fifteen and twenty percent.” 

Republicans everywhere agreed with Secretary 
Mellon that the surtaxes should be substantially 
reduced as a part of the general tax-reduction pro- 
gram. The logic of Mellon’s position was recog- 
nized and publicly indorsed by President Coolidge. 
And the Secretary’s appeal for non-partisan action 
created an opportunity for Democratic cooperation. 
Senator Carter Glass, of Virginia, and Senator Wil- 
liam Cabell Bruce, of Maryland, were but two of 
the numerous Democrats who were in accord with 
Mr. Mellon. 
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And so, after a long battle, the Mellon Plan was 
victorious. It was not adopted in its entirety, how- 
ever, but was accepted bit by bit and grafted onto 
other tax proposals. Congressional politicians saw 
to it that Secretary Mellon’s proposals were not 
accepted in a lump. That would have given Mr. 
Mellon too much prestige. So they contrived to 
have the Secretary’s suggestions adopted a little 
now and a little then, thereby preventing the re- 
organization of the tax system from going down in — 
history as the Mellon Plan. As the weekly news- 
magazine Time pointed out some time ago: 

“Critics may well contend that the reductions of 
taxes and of public debt, and the funding of foreign 
loans that have been accomplished during the Mel- 
lon régime, could have been compassed by any other 
competent banker; that the Mellon genius is myth- 
ical and that between it and prosperity, if any, 
there is not the remotest connection. But the polit- 
ically important fact remains that Mr. Mellon and 
not some other banker has been the man in the 
office since 1921.” 
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PRESIDENT CooLIDGE’s alma mater, Amherst Col- 
lege, was the eighth American college to confer 
the honorary degree of Doctor of Laws upon An- 
drew Mellon. In presenting the degree, on June 
21, 1926, George D. Olds, president of Amherst, 
said: 
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“Andrew William Mellon, graduate of the West- 
ern University of Pennsylvania, now the University 
of Pittsburgh, in the class of 1873; with a long and 
rarely successful life devoted to the management 
of great, basic industries; called because of your 
distinction as a financier to leadership in the finan- 
cial affairs of the nation; Secretary of the Treas- 
ury under two administrations; by well planned, 
persistent, and at last successful efforts reducing 
in a striking way the burden of national taxation; 
compassing by your international outlook, your tact 
and frankness in dealing with representatives of 
foreign nations, the amicable adjustment of un- 
precedented obligations incurred in the great war; 
with a record for financial statesmanship which has 
placed your name high up in our list of admin- 
istrators; a man whose most precious assets are 
character, judgment, and the confidence of his fel- 
low men; by virtue of the authority vested in me 
by the trustees of Amherst College, I confer upon 
you the honorary degree of Doctor of Laws.” 

Three days later another honorary degree of 
Doctor of Laws was conferred upon Mr. Mellon 
by Harvard University. In presenting the degree, 
President Lowell referred to the Secretary of the 
Treasury as a man “who with rare courage and 
sagacity has conducted on enduring principles the 
public finance of a vast and complex nation.” 
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Ir Uncre Sam thought the generous terms of the 
Mellon-Berenger debt-funding agreement would 
enhance his reputation in France, he was sadly 
mistaken. For the news of the settlement of 
France’s debt to the United States no sooner 
reached the teapot-shaped country than twenty 
thousand French war veterans gathered in Paris 
to voice their indignation against the terms of the 
agreement. 

Nor was criticism of your Uncle Samuel con- 
fined to France. Great Britain, too, was peeved at 
big-hearted Sammy, as was evidenced by numerous | 
caustic remarks passed in the British House of 
Commons, where the United States was the victim 
of wallops which, had they been fistic rather than 
verbal, would have made the mighty Dempsey turn 
several shades of green with envy. The Anglo- 
French accord was supposed to be the subject of 
debate in the House of Commons, but members 
deserted that subject long enough to characterize. 
Uncle Sam as the world’s Shylock, and to revive 
the subject of the cancellation of interallied war 
debts or the drastic modification of the refunding 
terms exacted by the United States. 

“Not only in the old world, but in the new, time 
will be on the side of easier and wiser solutions,” 
Winston Churchill, British Chancellor of the 
Exchequer vociferously declared. 
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“Americans have one question to ask them- 
selves,” said Commander Hilton Young, former 
financial secretary of the British Treasury, “and 
that is whether they entered the war with the com- 
mon aims of the Allies and with the same interest 
in saving Democracy. If so, they will change their 
debt policy. If they did not, then they entered 
for mercenary motives and sold their services to 
the Allies!” 

Philip Snowden, Chancellor of the Exchequer 
in the Labor Cabinet, declared: 

“In fifty years America will be drawing an- 
nually from Europe $400,000,000, or more than a 
day’s work of 320,000,000 persons. This will be 
more than the total of all the German reparations, 
and America’s allies will not be receiving a penny. 
This is a condition that cannot continue, and it is 
not good for America that it should.” 

And the British press, of course, was anything 
but silent. The London Daily Mail, for instance, 
flooded the city beside the Thames with handbills 
bearing the single word “USury,” with the U and 
the S capitalized, so that everyone might know that 
Uncle Sam was the gentleman referred to. In an 
editorial under the same heading, the Daily Mail 
said: 

“The British nation has been turned into a debt 
collector to the United States . . . but unlike most 
debt collectors, we get all the odium and none of 
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the benefit. We pay out some £38,000,000 a year 
to the United States, and in the most favorable 
circumstances years hence we may receive £30,- 
000,000 a year. The total amount of £80,000,000 
a year will be drawn for the best part of two gen- 
erations by the United States from European na- 
tions which sacrificed everything for the right.” 

“It may not make much difference to the slightly 
pharasaical composure of the United States Gov- 
ernment,” said the London Daily Mail, “but it is 
just as well that Americans should understand how 
their action in regard to the debts is regarded 
throughout Europe. It may have contributed to 
make them the richest people in the world; it has 
made them . . . the most unpopular—and that 
among people with whom money is by no means 
the chief or only consideration.” 

Not all of Britain’s newspapers took this anti- 
American attitude, however. Acknowledging that 
Europe still needed Uncle Sam’s codperation, the 
Westminster Gazette cautioned: 

“Although they . . . live on another continent, 
Americans have .. . this in common with other 
English-speaking peoples—that they are slow to 
respond when approached with random denuncia- 
tions and injurious epithets.” 

And the London Daily Herald, mouthpiece of the 
British Labor Party, declared: 

“It is well known that the Americans would have 
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agreed to cancellation of the war debts if they had 
been convinced that the countries of Europe really 
meant to settle down and live in peace with one 
another.” 

As a matter of fact, Uncle Sam was most gen- 
erous in his dealings with his foreign debtors, and 
those nations which criticized him showed them- 
selves to be either ungrateful or ignorant, with 
emphasis on the former. As Secretary Mellon 
pointed out in a letter to Frederick W. Peabody, 
who had epistled President Coolidge concerning can- 
cellation of the war debts, the United States had 
virtually cancelled its war-time loans to the Allies 
and had reckoned in its agreements only their post- 
war indebtedness. 

Secretary Mellon’s letter said, in part: 

“Let us see what relation the burden of our 
debt settlements bears to our loans after the Armi- 
stice. In this way we can determine accurately our 
real contribution in money to the joint cause of 
the war. 

“Tn the case of England, post-armistice advances 
with interest amounted to $66,000,000, and the 
present value of the entire debt settlement is 
$3,297,000,000. 

“Tt must be remembered that England borrowed 
a large proportion of its debt to us for purely com- 
mercial, as distinguished from war, purposes—to 
meet its commercial obligations maturing in Amer- 
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ica, to furnish India with silver, to buy food to be 
resold to its civilian population, and to maintain 
exchange. Our loans to England were not so much 
to provide war supplies as to furnish sterling for 
home and foreign needs and to save England from 
borrowing from its own people. 

“France’s after-the-war indebtdness with inter- 
est amounts to $1,655,000,000. The settlement 
negotiated by Ambassador Berenger with the Amer- 
ican Debt-Funding Commission has a present value 
of $1,681,000,000. 

“Belgium’s post-armistice borrowings with inter- 
est was $258,000,000, and the present value of the 
debt settlement is $192,000,000. In addition, Bel- 
gium has a share of the German reparations suf- 
ficient to pay her pre-armistice debt to America. 

“With Italy the situation is similar. Its post- 
armistice indebtedness with interest is $800,000,- 
000, and the present value of its debt settlement is 
$426,000,000. It is the same as regards Serbia. 

“In view of these facts, in what respect do you 
still believe America has been unfair to its allies?” 

Comparing the Mellon-Berenger and the Cail- 
laux-Churchill debt agreements, Secretary Mellon 
said: 

“The settlement of the French obligations to 
America has been made along somewhat different 
lines from the settlement of French obligations to 
Great Britain. With the British, banking ad- 
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vances and commercial obligations for war stocks 
have been treated separately from the war-debt 
proper. If, however, we compare the settlement 
of all of France’s indebtedness to England with the 
settlement of her indebtedness to America, France 
has had generous treatment from us. Particularly 
is this true during the first five years, which will 
be the most difficult for France.” 

But some of Secretary Mellon’s statements were 
challenged by Great Britain’s Chancellor of the 
Exchequer, who denied flatly that a large portion 
of the British debt to the United States was for 
commercial rather than war purposes. 

The great majority of American newspapers 
seemed to agree with Secretary Mellon that Uncle 
Sam had been both fair and generous in dealing 
with his war debtors, but here and there a paper 
raised its voice and yelled for further liberalization 
of terms, or even complete cancellation of the 
debts. 

“Before France begins to call us pitiless,” ob- 
served the Baltimore Evening Sun, “she ought to 
make a distinction between what we demand and 
what intelligent Americans expect to get.” 
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“SECRETARY MELLON is a liar!’ 

That, in effect, was the charge contained in a 
note sent to the United States Government on May 
2, 1927, by Winston Churchill, British Chancellor 
of the Exchequer. 

The inspiration for the Churchill note was a 
letter which Secretary Mellon wrote to President 
Hibben of Princeton University, who had urged a 
restudy of the whole subject of war debts. This 
letter, according to Mr. Churchill, contained inac-’ 
curate and injurious information concerning Great 
Britain and her technique in the matter of handling 
war debts. 

Mr. Mellon had denied Dr. Hibben’s’ assertion 
that America’s collection of the British debt would 
lay extra burdens on the British taxpayers for 
generations to come. 

“All our principal debtors,” the Secretary de- 
clared, “are already receiving from Germany more 
than enough to pay the United States.” 

Branding the statement as “incorrect” so far 
as Great Britain was concerned, the British Chan- 
cellor proceeded to refute it with honest-to-goodness 
figures. 

It was, indeed, an error, as Mr. Mellon frankly 
admitted, explaining that the words “except Great 
Britain” had been a part of the offending sentence 
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when first written, but had been inadvertently 
omitted by the stenographer who copied it. The 
context, however, made it perfectly clear that there 
had been a slip of the pen, and Secretary Mellon 
intimated that, in his opinion, Mr. Churchill had 
been rather disingenuous in yelling “Fire!” when 
there was none. 

The British press was unanimous in cheering Mr. 
Churchill for his courage in openly lambasting the 
Secretary of the United States Treasury. Typical 
of the British view was the remark of the London 
New Statesman that the conclusion of the Churchill 
note was, in effect, a polite suggestion “that Mr. 
Mellon should admit he told a lie,” with the added 
comment: “We hope he will, but we doubt whether 
his admission will do much to improve the nasty 
temper which the Americans seem determined to 
show their more punctual debtors.” 

Commenting on this statement, the London cor- 
respondent of the Baltimore Sun remarked: 

“The last sentence is characteristic of the opin- 
ion held by the ordinary Englishman of intelli- 
gence, who is neither concerned in politics nor 
finance and who earnestly deplores anything tend- 
ing to harm the good relations between Great 
Britain and America. What utterly bewilders him 
is why, as one of them puts it, American Govern- 
ment officials, and Mr. Mellon, in particular, select 
for continued nagging the only one among her big 
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debtors who marched right up to the counter first 
and settled the debts like an honest man.” 

Nor was France indifferent to this controversy. 
Indeed, the land of Joan of Arc was vitally inter- 
ested, since it was one of the chief countries con- 
tributing to England sums which were later trans- 
ferred to the United States. As L’Echo de Paris 
put it: “One can hold economic conferences, but 
while England is obliged to pay the Americans 
£100,000 daily, which England endeavors to re- 
cover from its continental debtors, no stability is 
possible.” 

Attacking Secretary Mellon’s assertion that the 
United States had never been reimbursed for the 
dollars actually spent in Europe during the war, 
the Churchill note contended that these dollars had 
long since been returned to the United States, since 
“the dollar payments to Britain were regularly ap- 
plied to reduce the dollar advances to Britain.” The 
British note also maintained that during the finan- 
cial year 1926-1927 Great Britain was receiving 
from Germany a sum equivalent to only one-quarter 
of the £33,000,000 debt payment to the United 
States. 

Secretary Mellon’s statement that “from this 
year on Great Britain will receive from her debtors 
a substantial amount more than she will pay us, 
so that her American payments will not constitute 
a drain upon her economic resources,”’ was branded 
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by Mr. Churchill as “inaccurate, both as regards 
the past and as regards the future.” Mr. Mellon 
was able to defend his statement with figures, how- 
ever, since a recent report of the Foreign Policy 
Association had said that “in the maximum years 
Great Britain is due to receive more than she is 
required to pay to the United States, according to 
the schedule of payments fixed by the Dawes plan 
and debt-funding agreements.” And, as Mr. Mel- 
lon pointed out in his formal reply to Churchill, the 
British government itself had admitted that after 
September 1, 1928, it would receive from its own 
debtors and from Germany sums sufficient to cover 
the current payments due the United States. As 
this was the main point of his letter to Dr. Hibben, 
Secretary Mellon felt that he was vindicated. 

One key to the controversy on this point, it was 
said, lay in the difference between the American 
phrase “a substantial amount more” and the Brit- 
ish phrase “sums sufficient to cover.” Ever since 
Lord Balfour made his official declaration, some 
vears ago, that Great Britain would never collect 
more from the other Allies than she would have to 
pay to the United States, this had been Britain’s 
fixed war-debt policy. For Mr. Mellon, then, to say 
that Britain would soon be getting more than she 
was paying the United States tended to injure 
John Bull’s good name. What the British Govern- 
ment would do with the extra millions—if and 
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when it should get them in the “maximum years’”— 
was not stated, but it was inferred that the surplus 
would be refunded to the other European countries. 

Another key to the whole episode, according to 
some authorities, was in the words, “assuming that 
the French agreement is ratified.” For the chief 
motive back of the British note was this: 

The Mellon letter to Dr. Hibben had created an 
impression in Europe most unfortunate for the 
British nation. Countries which were paying the 
British reparations sums, or money on account of 
interallied debts, had been told by Mr. Mellon that 
England was getting more money from these 
sources than was necessary to pay America. This, 
it was charged in many European capitals, was a 
direct violation of British policy as laid down by 
Lord Balfour, to the effect that no more money 
would be exacted of British debtors than enough to 
cover the British war obligations. 

The French Government was particularly sensi- 
tive on this score. Although the British had ne- 
gotiated a settlement of the French debt, the agree- 
ment reached between the negotiators had not been 
ratified by the French Parliament, and the French 
Ministry was embarrassed by charges of Deputies 
that Great Britain had demanded more money than 
could be justified under her own policy. <A 
remonstrance to the United States against the 
Mellon statment, accompanied by proof that the 
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American Secretary of the Treasury was wrong, 
seemed to the British Government to be absolutely 
necessary. 

In other words, it was held that the note to 
Washington was intended primarily for home con- 
sumption and for Britain’s European debtors, and 
was issued with an eye upon the Paris Chamber 
of Deputies and the Economic Conference at Ge- 
neva, where the war-debt question lurked back of 
every subject discussed. 


ol 


ANDREW MELLON is not a speechmaker. 

Long before President Coolidge issued his fa- 
mous pronunciamiento anent not choosing to run, 
William Randolph Hearst recommended Secretary 
Mellon as a desirable candidate for the Presidency. 
“He is a world figure,” declared Senator Reed 
Smoot, who agreed with Mr. Hearst that the Re- 
publican party could not possibly select a better 
standard-bearer. 

But Andrew Mellon did not wish to be Presi- 
dent. To be a successful candidate for the Presi- 
dency, one must make speeches—many speeches. 
And the man who left college without his diploma 
rather than deliver a graduating oration had neither 
taste nor talent for rabble-rousing. If becoming 
President of the United States meant that he would 
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have to out-shout every other candidate for the 
office, he preferred to remain Secretary of the 
Treasury—or, if necessary, to return to the cloister 
of his Pittsburgh bank. 

But when the Chamber of Commerce of one’s 
native city invites one to make a speech—well, 
that’s different! It is not often that one’s true 
greatness is perceived by one’s own people, and 
when it is—when the miracle happens—one would 
be very ungrateful, indeed, not to appreciate it. 

And Andrew Mellon is one prophet who is not 
without honor in his own country. Even before 
he became Secretary of the Treasury in President 
Harding’s Cabinet, Mr. Mellon was loved and re- 
spected by every citizen of his native Pittsburgh. 
And today, after more than eight years as the 
guardian of the nation’s finances, he is regarded 
by his fellow Pittsburghers as “the greatest guy in 
the world!” 

It was only natural, therefore, that when the 
Pittsburgh Chamber of Commerce invited him to 
attend a dinner in his honor on May 28, 1927, he 
accepted—even though he knew he would have to 
make a speech. ‘There is no approval which one 
values more than that of friends and neighbors,” 
he told his fellow citizens. “I deeply appreciate 
this evidence of your friendship and am grateful 
for the honor which the Chamber of Commerce has 
paid=. ..:.mé =. s“tonight] 
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In his speech, which was widely quoted and com- 
mented upon, Secretary Mellon said: 

“You have asked me to speak of the growth of 
banking in Pittsburgh. To me it has always been 
an absorbing story, for the growth of banking 
here has coincided with the greatest industrial de- 
velopment the world has ever seen. When I first 
entered the banking business in Pittsburgh in 1874, 
the total capitalization of all the banks in the city 
was about $11,000,000. At the end of 1926, their 
capital had increased to nearly $200,000,000, and 
deposits were over $932,000,000, making the total 
banking resources of Pittsburgh today well over a 
billion dollars. This is more than one-third the 
capital and deposits of the banks of the entire 
country fifty years ago. 

“Tt has been an era of great expansion in indus- 
try as well as in banking; and, as I look back over 
this period, it seems almost incredible that such vast 
changes should have taken place within my own 
lifetime and that of many men in this audience. 

“Industrial America, as we know it, hardly 
existed before the early seventies. Production was 
on a small scale, and industrial and manufacturing 
concerns were operated chiefly by individuals or 
partnerships. Banking was on a scale commen- 
surate with the size of industrial undertakings, so 
that it is not strange that the banking practices of 
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that time differed greatly from those which prevail 
today. 

“Deposits, which with us constitute such an im- 
portant factor as a basis for supplying credit to 
the bank’s customers, were considered relatively 
unimportant before the Civil War. The banks de- 
pended for their profits largely on issuing notes, 
whereas today only a small proportion of banks 
exercise this function and, in order to do so, must 
hold as security assets of a value at least equal to 
the notes issued. Before the Civil War, neither 
deposits nor notes were adequately secured; and 
there was, of course, no common reservoir of credit 
such as we have today under the Federal Reserve 
System. Indeed, until the passage of the Federal 
Reserve Act in 19138, the average banker, no matter 
how conservative he might be or how vast his re- 
sources, lived in constant fear that, from causes 
remote or unforeseen, a financial crisis might de- 
velop at any moment and threaten him with ruin. 
It is necessary only to remember the succession of 
banking crises which swept over the country in 
1819, 1837, 1857, 1873, 1893 and 1907. 

“So accustomed are we to the smooth functioning 
of our present banking structure that we are apt to 
forget the difficulties of that rather haphazard sys- 
tem under which American banking developed prior 
to the passage of the Federal Reserve Act. During 
most of the period preceding the Civil War, the 
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country was flooded with bank notes, some good 
and some bad. There was no uniformity of note 
security; and one of the worst evils of the time was 
the buying at a discount of depreciated notes of 
banks, corporations and individuals, and using them 
in payment of wages and the settlement of com- 
mercial accounts. In Pittsburgh, the circulating 
medium at this time, in addition to coins, included 
U. S. Treasury Notes, notes of local banks and of 
firms and corporations. Gold and silver and the 
notes of specie-paying banks were at a premium, 
and brokers were necessary in order to achieve 
some semblance of parity among the variety of bills 
and notes that passed for currency. Bank checks, 
which are so generally used today, were then but 
little known. 

“Tt was the desire for a sound and uniform cur- 
rency, as well as the financial difficulties of the 
Civil War, that enlisted popular support for the 
establishment of a national banking system and 
finally resulted in the Bank Act of 1864. This 
Act, by founding a currency upon the securities of 
the Federal Government, not only increased the de- 
mand for Government bonds, but also met the cur- 
rency needs of the country. 

“Those of us who have never experienced the 
trials of an unstable currency can hardly appreciate 
the difficulties of banking under conditions which 
obtained before the Civil War. In any event, the 
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recollection of what this country has suffered from 
currency difficulties in the past, should make us 
more sympathetic today with our friends in foreign 
countries whose currencies have not yet achieved 
stability. 

“Although the Bank Act of 1864 gave the coun- 
try a sound currency, it did nothing to prevent the 
recurrence of financial panics. In fact, the banking 
system which it provided operated to aggravate 
rather than to relieve panic symptoms in periods of 
financial emergency. The system which was estab- 
lished consisted of a network of independent banks, 
with scattered and immobile bank reserves and a 
credit inelasticity which rendered it totally inade- 
quate to the country’s needs. National banks could 
issue currency only when secured by Government 
bonds; consequently, they were unable to increase 
the currency in times of stringency. Banks outside 
of the great financial centers could expand their 
credit facilities only by borrowing from the larger 
metropolitan banks, with the result that all loans 
in the end converged on New York. Instead of a 
coordinated system of banks, with a common reser- 
voir of credit, we had a large number of inde- 
pendent banking units, which in times of stress 
struggled against each other, and never worked to- 
gether as part of one great financial structure. 

“These defects were cured by the establishment 
of the Federal Reserve System in 1913. The twelve 
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regional banks, under the responsible coordinating 
influence of the Federal Reserve Board, can effect 
that prompt mobilization of reserves which is so 
essential in preventing panics. These banks are 
also able to provide the country with an elastic 
currency, which expands or contracts with seasonal 
and trade needs. It is possible to supply the farm- 
ers and the trade with adequate currency during 
the crop moving period and to effect the necessary 
contraction when the seasonal requirements have 
been met. The reserves of each regional bank are 
available, through the discounting privilege, to all 
other Federal Reserve Banks. The funds of the 
central reservoir can be diverted to any bank in 
the System which has need of them, so that the 
financing of an increasing or a decreasing volume 
of business can be accomplished with ease. 
“Although the Federal Reserve System was put 
into operation just prior to the outbreak of the 
World War, in a period of unprecedented economic 
and financial strain, it not only emerged without 
any impairment of its own strength and stability, 
but gave the country the soundest financial struc- 
ture in our history. It also enabled the nation to 
adjust itself to the new conditions following the 
war and kept the financial crisis, which arose dur- 
ing the period of post-war deflation, from degener- 
ating into a panic. As a result, there was no im- 
pairment of our financial structure at a time when 
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such a calamity would have had most serious conse- 
quences throughout the world. | 

“At the last session of Congress, the charters of 
the Federal Reserve Banks were extended for an 
indeterminate period. This act was one of the most 
important pieces of legislation that has passed Con- 
gress since the war; and the fact that it was passed 
by a large and united vote of both parties leads us 
to hope that banking is at last free of politics and 
that questions of banking policy, so vitally affect- 
ing the business of the country, will hereafter be 
decided on a basis of financial, rather than political, 
considerations. 

“The growth of our banking structure has been 
slow and has not always kept pace with changing 
conditions in our economic life. But banking has 
been able to accommodate itself to those changes; 
and the enormous increase in banking capital, sur- 
plus and deposits, which took place in Pittsburgh 
and throughout the country during the last fifty or 
sixty years, is the best proof that banking has been 
equal to the demands of the great industrial de- 
velopment that has come since the Civil War. 

“That war marked the end of an era in the coun- 
try’s economic history. The war itself had greatly 
stimulated industrial activity and had shown the 
country that American industry was capable of 
vastly increased production. Conditions all pointed 
to great changes. And yet no one at the close of 
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the Civil War could possibly have foreseen the new 
inventions or the opening up of natural resources, 
the growth in population or the vast increase in 
wealth which was to take place in the space of a 
single lifetime. 

“The great natural resources, which were to pro- 
duce such untold wealth, were still lying largely 
undeveloped, and sometimes undiscovered. Such 
industries as petroleum, natural gas, aluminum and 
cement have grown up almost entirely in the last 
fifty or sixty years. In 1865 we were importing cop- 
per, whereas today we supply half the copper used 
throughout the world. The demand for copper, 
lead, zinc and aluminum was greatly increased by 
discoveries in the field of electricity after 1860. 
The water-power, which was later to furnish the 
electric power for driving our street cars and light- 
ing our houses, was going to waste. Until 1869, 
the Westinghouse Air Brake, which was so com- 
pletely to revolutionize the transportation system 
of the country, had not been put on the market. 
There were, with one or two exceptions, no great 
corporations or vast industrial enterprises such as 
we know today. The great automobile industry, 
for instance, with an output in 1925 valued at 
$3,372,000,000, was unknown in 1870, and amount- 
ed to only about half a billion dollars in 1914. 

“Even the iron and steel industry was in its 
infancy in 1870. There had been, of course, a very 
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considerable iron industry around Pittsburgh from 
the very early days. The presence of iron ore so 
near the vast coal fields of Western Pennsylvania 
made Pittsburgh the logical center of the steel and 
iron industry. But the rapid growth of that indus- 
try may be seen from the fact that the value of iron 
and steel and their products, except machinery, 
amounted to $438,000,000 in 1870; $2,138,000,000 
in 1914, and had reached the enormous total of 
$6,462,000,000 in 1925. 

“Three circumstances were largely responsible 
for the rapid growth of this industry. The first 
was the improvements in methods of production, 
such as the introduction of the Bessemer process; 
the second was the discovery of vast iron deposits 
on Lake Superior, and the third was the advent on 
the scene of such industrial leaders as Mr. Carnegie, 
Mr. Phipps, Mr. Frick, and Mr. Schwab, and later 
Judge Gary, who, with Mr. B. F. Jones and others, 
proved that, in spite of high wages and the higher 
cost of living in the United States, they could make 
steel more cheaply than their foreign competitors. 

“It is true that there existed in this country a 
plentiful supply of ore, coke, means of transporta- 
tion and skilled workmen. But it required some- 
thing more than this to achieve success, and that 
factor was supplied by the business daring and 
organizing genius of that extraordinary group of 
men in and around Pittsburgh who, during the last 
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quarter of the nineteenth century, welded into great, 
self-contained industrial organizations the thou- 
sands of competing units which were formerly en- 
gaged in producing steel. They achieved what has 
been called integration of industry. By that is 
meant the knitting together of all the related parts 
or processes, so that industrial organizations may 
contain all the factors required for the uninter- 
rupted prosecution of their work. 

“This is what happens when, in an industry such 
as steel, corporate organizations acquire control of 
such operations as the mining of coal and iron ore, 
the operation of steamship lines and railroads and 
other means of transportation from mine to mill, 
the working of coke ovens and the manufacture of 
pig-iron and its ultimate transformation into rails, 
wire, nails and other finished material. The auto- 
mobile industry has been organized in much the 
same way, and in almost every branch of industrial 
enterprise the operation of this principle of inte- 
gration can be seen. 

“Industry has learned the value of organization. 
It realizes that efficiency in production is the price 
of success, and that only by standardizing processes 
and by the use of new inventions and labor-saving 
machinery, can it eliminate waste and increase the 
productive capacity per capita of labor. In this 
way, it is possible to pay high wages and still reduce 
costs, so that the finished product can be sold for a 
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price low enough to stimulate consumption. In the 
end, industry finds that it pays to achieve quantity 
production and to make a large volume of small 
profits. 

“The development of business and industry along 
these lines has brought about a complete change in 
banking methods today as compared with those of 
fifty years ago. The formation of great corpora- 
tions and combinations has made necessary the con- 
centration of vast amounts of capital. Industrial © 
financing has become a recognized banking function. 
And yet, I remember a time in the early nineties 
when this particular phase of banking development 
was looked upon as something new and perhaps not 
altogether conservative. 

“The banks of Pittsburgh, however, were among 
the first to adapt their methods to the requirements 
of industry. Asa result, not only has impetus been 
given to the development of the iron, steel, glass, 
air-brake and other great local industries, but at 
the same time the banks here have grown in im- 
portance and in resources at a rate commensurate 
with the growth of these industries. 

“Another result has been that the banker, in 
supplying the capital for merging great industrial 
corporations, has found himself drawn more and 
more into industry. He finds that, where he must 
take so much financial responsibility, he must — 
satisfy himself as to the soundness of the under- 
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taking; and so he has become more and more in- 
volved in industrial enterprise. 

“At the same time, on the boards of banks are 
found industrial leaders who pool their combined 
knowledge and judgment for the benefit of both 
finance and industry. This close inter-relationship 
between banking and industry is bringing about 
not only a great increase in banking functions, but 
also a tendency towards a merger of large banking 
concerns into still larger ones. 

“In the period since 1914, American banking has 
entered upon a third phase of its development. Up 
to that time we had been concerned largely with 
financing our own industrial and business enter- 
prises. British, French and German capital had 
helped to finance the building of our transcontinen- 
tal railways and other great undertakings. But 
during the war Americans repurchased many of 
their own securities, as well as made loans abroad, 
so that today our credit position has been reversed, 
and America has become a creditor, instead of a 
debtor, nation. 

“Since the war, increasingly large amounts of 
American funds have found their way into foregin 
investments in all parts of the world. So great is 
the amount invested that the question has recently 
been raised as to whether such loans are safe and 
can eventually be repaid. As to the question of 
soundness, the test of security of a foreign loan is 
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the same as in the case of a domestic loan. Cer- 
tainly a loan is sound if out of the money borrowed 
the debtor can repay the principal and interest and 
make a profit for himself. 

“The investor, of course, must make his own 
decision as to whether the security of any particular 
foreign loan is ample and whether he wishes to 
take the risk. But the banker floating the loan in 
this country owes it to his client to exercise unusual 
care in investigating the security back of offerings 
which he may make. His success or failure in 
doing this will be the test of whether American 
banking can bring to the international field the 
same discrimination and judgment which it has 
exercised with such signal success in the field of 
domestic industrial financing. 

“The problems which have arisen after the war 
are so largely financial and economic in character 
that bankers have been called upon to help in their 
solution, even when these problems are of an inter- 
national and semi-governmental nature such as 
were once left to officials and diplomats to settle. 

“Banking is finding that, just as it earlier be- 
came involved in industry and has been obliged to 
help in the solution of industrial problems, so it 
must now help in finding a solution for those inter- 
national financial problems which must be solved 
if the world is to go forward. The future of both 
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Europe and America will be largely influenced by 
the ability of bankers to meet their new responsi- 
bilities.” 
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BEING SECRETARY of the Treasury and one of 
the most important leaders of the Republican party, 
Andrew Mellon is obliged to make a speech now 
and then, whether he likes it or not. 

Be it known, then, that on January 14, 1928, 
Secretary Mellon attended the seventh annual 
luncheon of the Women’s National Republican Club 
at the Waldorf-Astoria Hotel, New York, where 
he obligingly delivered the following very interest- 
ing and illuminating address: 

“T am glad to have this opportunity to address 
the members of the Women’s National Republican 
Club. Coming, as you do, from all parts of the 
country and being familiar with local as well as 
national conditions, you know how necessary it is 
to have a policy of sound and constructive economy 
at Washington, and can estimate at its true value 
the great achievement of President Coolidge in 
carrying that policy into effect. The measure of 
his success is best indicated by the fact that the 
Government’s finances today are in a sound con- 
dition; the debt has been reduced to manageable 
proportions; taxes have been lowered on three suc- 
cessive occasions and are about to be reduced a 
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fourth time; and business has enjoyed one of the 
most prosperous periods in the country’s history. 

“The Administration has followed a balanced 
program of debt reduction and tax reduction. It 
has recognized that reductions in taxes are de- 
pendent on reductions in expenditures, and that one 
of the most direct and effective methods of cutting 
down expenditures is to reduce the sums paid 
each year as interest charges on the public debt. 

“The service of the debt imposes a heavy drain 
on the revenues. In the last fiscal year the ex- 
penditures for interest charges alone constituted 
nearly one-fourth of the entire budget, and exceed- 
ed the total cost of the Government in 1913, the 
last year before the war period. Some idea of the 
enormous carrying charges of the debt may be had 
from the fact that, in the ten years since our entry 
into the war in 1917, this country has paid out as 
interest charges the stupendous sum of over eight 
billion dollars. 

“In order to reduce and eventually to extinguish 
these payments, the Administration has proceeded 
to pay off as much of the debt as practicable, and 
to refund the balance at a lower rate of interest. 
There is no question of the fact that such a policy 
was not only the part of wisdom, but was imperative 
if we were to set our financial house in order. 

“I shall review only briefly the steps which were 
taken in carrying this policy into effect. At the 
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beginning of the present Republican Administration 
on March 4, 1921, practically all of the war debt 
bore interest at an average rate of about 414 per- 
cent. Short-term obligations in the sum of seven 
and a half billion dollars were maturing within 214 
years; and other obligations were coming due, in- 
cluding the Third Liberty Loan, which then 
amounted to over 3% billion dollars, and was 
maturing in September, 1928. 

“Today the short-dated debt has been retired or 
refunded into more manageable maturities. The 
Second Liberty Loan of over 3 billion dollars has 
also been retired or refunded, and the way has 
been cleared for operations in connection with the 
retirement or refunding of the Third Liberty Loan. 
During the last 614 years the public debt has been 
reduced by nearly 6 billion dollars, leaving an actual 
gross debt today of slightly over 18 billion dollars. 
By reason of this decrease in the debt and also by 
the lowering of the interest rate in successive re- 
funding operations, there has been effected a saving 
in interest payments of not less than $275,000,000 
annually. During this period the budget has been 
reduced from $6,482,000,000 in the fiscal year 
1920, to $3,494,000,000 in the fiscal year 1927, or a 
total reduction of nearly 3 billion dollars. 

“So much for reduction in debts and expendi- 
tures. Turning now to taxes, within a period of 
six years, Congress has passed three major tax re- 
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duction measures, repealing many burdensome taxes 
and instituting needed reforms in the administration 
of the law. In order to give in a very few words 
some idea of the extent to which taxes on incomes 
have been reduced, I might cite the case of a mar- 
ried man with no children and a net income of 
$4,000 a year. Under the 1918 Act, his taxes 
were $120; under the 1921 Act, they were $60; 
under the 1924 Act, $22.50; and under the 1926 
Act, $5.63. 

“Not only were normal and surtax rates reduced, 
but the amounts exempted from taxation in the 
cases of individuals and heads of families were 
greatly increased. As a result of the exemptions 
provided in the 1926 Act, almost two million tax- 
payers were relieved of paying any income tax, 
leaving only 214 million individual income taxpay- 
ers to contribute from this source to the support 
of the Federal Government. 

“These are facts which are doubtless known to 
all of you; but I have cited them, first, because they 
show what has already been accomplished in the 
way of tax reduction, and secondly, because their 
significance is sometimes overlooked in the plans 
which are being made for further reductions of 
taxes, and particularly for the elimination of certain 
taxes which may prove to be essential in a well- 
balanced system of taxation. 

“We depend today on three sources of revenue: 
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(1) customs duties; (2) internal revenue taxes, in- 
cluding individual and corporation income taxes 
and such other taxes as those on tobacco, estates, 
automobiles and admissions; (3) miscellaneous 
revenues, such as receipts on account of loans to 
foreign governments, railroad loans, and from the 
sale of capital assets. 

“Customs duties are fairly stable. They can be 
counted on to produce approximately $600,000,000 
a year, which was about the revenue derived from 
that source last year and the year before. 

“The individual income tax, however, has become 
so restricted in its application that it is a class 
rather than a general tax. For the calendar year 
1925 less than ten thousand taxpayers returned half 
of the total tax from this source. Out of a total 
population of one hundred and fourteen million, 
there are only two and a half million individuals, 
and about a quarter of a million corporations with 
three million or more stockholders, who pay any 
income tax. Yet we depend on this comparatively 
limited number of taxpayers for over one-half of 
the total revenue needed for the support of the 
Government. 

“In prosperous years this revenue is stable 
enough, and in an era of mounting prosperity we 
may expect.an increase in the taxable income of 
this limited number of taxpayers who form the 
base of the Federal tax structure. But if the situ- 
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ation should be reversed and prosperity should be- 
gin to recede, it might result in such a shrinkage 
in incomes that the Government’s revenue would be 
seriously affected. Obviously, we should retain 
some other taxes which can be relied on in times 
when a slowing up of prosperity may cause a falling 
off in incomes and a consequent drop in taxes de- 
rived from this source. 

“It is for this reason that the Treasury has op- 
posed the elimination of such excise taxes as those 
on automobiles and admissions. It is easy—and 
popular—to slash taxes, particularly those which 
have a general application and are widespread in 
their appeal. Both the Treasury and Congress are 
in agreement in wanting to reduce taxes to the 
greatest possible extent consistent with the reve- 
nue needs of the Government. But care must be 
taken to keep such reductions well within the sur- 


plus which may be counted on, for we do not want. 


to be lowering and then raising our taxes every 
year or two. While it may be good for business 
to lower taxes, it most assuredly would not help 
matters to be obliged to raise them. 

“What are the facts as regards the probable sur- 
plus available for tax reduction? The surpluses of 
the last few years have been due, in great measure, 
to such items as revenues from back taxes, and 
receipts from the sale of capital assets and surplus 
war material. These assets are now very nearly 
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exhausted, and the revenue derived from such tem- 
porary sources must largely disappear within the 
next year or two. In view of these facts, and after 
allowing for an increase in the Government’s reve- 
nues, due to the normal growth of the country’s 
income, the Treasury believes that $225,000,000 
represents the maximum amount by which taxes 
should be reduced. 

“Such a reduction, if used for the elimination 
of inequalities in the present law, will help to bring 
about that reform of the tax system towards which 
the efforts of this Administration have been di- 
rected. And yet this proposed reduction, which is 
equal to nearly one-third of the entire budget fifteen 
years ago, is viewed in some quarters as a trivial 
and inconsequential sum; and Congress is urged, 
even by responsible business men, to commit the 
country to a greater reduction in taxes than is 
warranted by the revenues, notwithstanding the 
fact that such action may involve the integrity of 
the budget. Needless to say, business men do not 
follow that policy in the conduct of their own af- 
fairs; nor, I am confident, does the country expect 
less care to be exercised in the conduct of the pub- 
lic business by those to whom it is now entrusted. 

“Tt must be remembered that our present reve- 
nues are due to the high level of prosperity which 
has obtained for several years, and any reduction 
in taxes will be made on the assumption that this 
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prosperity will continue without any abatement. 
While at present the general trend is reassuring, 
nevertheless, if there should be a falling off in 
business, with a consequent and immediate reduc- 
tion in the yield of the corporation and individual 
income taxes, it may be necessary for Congress to 
levy additional taxes in order to provide for the 
revenue needs of the Government. Once the excise 
taxes have been eliminated, they will not be restored. 
The first move will be to increase the rates on indi- 
vidual and corporation income taxes, and the very 
persons now urging an excessive reduction in taxes 
will be the first to pay the penalty in any increased 
taxes which may be necessary for the production 
of needed revenue. 

“From the point of view of the taxpayers, this is 
undesirable, of course. But it has a greater signifi- 
cance than this. If productive business should 
again find itself burdened with disproportionately 
high taxes, not only business itself, but the whole 
country would lose the benefits now beginning to 
be felt as the result of getting back to a more bal- 
anced system of taxation. 

“The principal evil to be avoided in any system 
of taxation is that of excessive rates. Excessive 
rates upon any class of property or taxpayers are 
harmful, because they distort or obstruct the normal 
flow of trade and investments. It is not so im- 
portant just where the tax is levied, but it is ex- 
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tremely important that no income, corporate or 
private, and no property, tangible or intangible, 
should be disproportionately burdened. Any undue 
or disproportionate load is not only obstructive upon 
the business or property on which it is placed, but 
its consequences are felt throughout the whole fab- 
ric of industry. 

“We should make use of the opportunity offered 
by tax reduction to correct any inequalities which 
may exist, for the main objective, after all, is to 
give the country a better balanced system of tax- 
ation. That end can be attained, not by cutting 
rates indiscriminately or eliminating the greatest 
number of taxpayers from the rolls or doing away 
with the most unpopular taxes, but only by revising 
the whole system so that it will produce each year 
revenues adequate for the Government’s needs and 
at the same time bear not too heavily on any part 
of the population or the business community. 

“A sound tax system is particularly important 
in this country where our Governmental organiza- 
tion, based as it is on the association of the separate 
States, does not lend itself to the most economical 
administration. Under our State and Federal gov- 
ernments there is so much duplication of functions 
that the cost of operation is necessarily greater than 
would be the case in a more compact and simple 
structure. We have, for instance, two systems of 
courts, State and Federal; two banking systems; 
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two sets of public utility commissions; and two 
systems of taxation supported by a single body of 
taxpayers. With our traditions and the vast extent 
of our territory, a more concentrated Governmental 
authority would be neither practicable nor desirable. 
Nevertheless, under the circumstances which pre- 
vail, it is of the utmost importance that economy in 
administration should be observed and that the tax 
systems of both State and Federal Governments 
should be sound in principle, so that the burden of 
taxation shall be as equitably distributed as pos- 
sible. 

“So far as the Federal Government is concerned, 
it has succeeded, not only in relieving the taxpayers 
of a very large part of that burden, but in elimi- 
nating some of the most inequitable and unscientific 
taxes in our present system. A great deal still re- 
mains to be done, and much can be accomplished by 
the bill now pending in Congress. But it will be 
necessary to keep in mind the fact that a tax sys- 
tem, if it is to be permanent, must be designed, not 
for one or two years nor for the particular benefit 
it may have on any given class of taxpayers, but 
with regard to the revenue requirements of the 
Government over a long period and with a view to 
its ultimate effect on the welfare of the country 
as a whole.” 
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MAKING two good speeches in one week is quite 
a task for even the gushingest politician. But when 
a man like Andrew Mellon, who is neither gushing 
nor a politician, is called upon to deliver two ad- 
dresses within five days, the task becomes a labor. 

The distinguished Secretary of the Treasury is 
not averse to labor, however, even though he is a 
capitalist (p-u-n-k, pun!) ; and that is why he jour- 
neyed to Charlotte, North Carolina, on January 19, 
1928, to make his second speech within five days. 
The occasion was a dinner celebrating the establish- 
ment of the Charlotte branch of the Federal Re- 
serve Bank of Richmond, given by the Charlotte 
Chamber of Commerce at the Hotel Charlotte. Not 
only because it was a good speech, but for the more 
important reason that it should serve to give our 
readers a keener insight into Secretary Mellon’s 
character and personality, we reproduce it here: 

“T have long wanted to visit this part of the 
South, where so many of your traditions are the 
same as my own. Here in this Piedmont section 
of the Carolinas, you have many close ties with my 
native State of Pennsylvania. Your part of the 
country was settled, as mine was, largely by Scotch- 
Irish, and also by Germans and Quakers. They came 
in great numbers during the 18th century, landing 
in Philadelphia and then spreading westward to 
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settle the country around Pittsburgh. Many of 
these same men pushed on through the valleys of 
the Appalachian Mountains to Virginia, North and 
South Carolina, bringing with them such names as 
Graham, Alexander and Polk, which were later to 
become so famous in your history. 

“They brought also their sturdy qualities of inde- 
pendence, love of civil and religious liberty, and a 
sense of thrift and order that enabled them to build 
up a civilization out of a wilderness. Wherever 
they went, they set up their educational and re- 
ligious institutions. Mecklenburg County soon be- 
came a center of Scotch-Irish civilization, so that 
it was not strange that the liberty-loving men of 
this and the surrounding counties should resist the 
oppressive and ill-advised measures of the British 
Government and, in the Mecklenburg Declaration 
of 1775, should be the first to give formal utterance 
to American independence. 

“Nearly a century later, when the War between 
the States, which was so gloriously fought by both 
sides, had come to an end, and the South was faced 
not only by a loss of man power but by a disruption 
of her social and economic life as complete as any- 
thing caused in Europe by the last war, the de- 
scendants of these same pioneers set to work at 
once to rebuild their shattered fortunes. They 
showed the same indomitable courage as in the 
early days and, on the foundation of the old agri- 
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cultural order, they built up a new agricultural 
and industrial South, whose rapid increase in wealth 
has been one of the outstanding achievements in 
this country in recent years. 

“The South is fortunate in that the period of her 
industrial expansion coincided with advances in the 
field of electricity, which made possible the develop- 
ment of the vast sources of water power in this 
part of the country. The production of cheap 
electric current has not only proved a great stimulus 
to industrial expansion but has also brought about 
a greater diversification of industry, so that today, 
in addition to being the center of the textile indus- 
try, the South is forging rapidly ahead in the pro- 
duction of knitted goods, silk, furniture, tobacco 
and many other commodities. 

“Tn no other part of the country has this indus- 
trial advance been more marked than in the two 
Carolinas. These States in the past have been pre- 
dominantly agricultural and have usually been asso- 
ciated in the public mind with the production of 
cotton and tobacco. But in recent years the value 
of the manufactures of these two States combined 
has exceeded even the value of their agricultural 
output; and, as a result, there has come about an 
increase in wealth, which has necessitated a rapid 
expansion of their banking resources. 

“Tt is in recognition of this fact that a branch 
of the Federal Reserve Bank of Richmond has been 
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established in Charlotte. Under the wise guidance 
of Governor Seay and his able Board of Directors, 
the Richmond Bank has had a most gratifying 
growth and has shown at all times a sympathetic 
understanding of the needs of this section. The 
establishment of a branch bank at Charlotte should — 
still further increase the usefulness of the Federal 
Reserve System by effecting a valuable saving of 
time in bank clearings and currency shipments. At 
the same time it should make for greater efficiency 
in operation, because the men in charge of the bank 
will be nearer to the territory which it serves and 
can have, therefore, a more accurate knowledge of 
local conditions. Furthermore, where a branch 
bank is actually needed, as in this case, its establish- 
ment is in line with the principle of local self-gov- 
ernment in banking, while at the same time bring- 
ing to you the vast resources of the Federal Re- 
serve System. 

“That System has made it possible, for the first 
time in our history, to mobilize the banking re- 
sources of the country and to place them at the 
service of any section that has need of them. For 
the first time business can go forward, freed from 
the fear that at any moment, from causes remote or 
unforeseen, a financial crisis might develop and 
threaten everyone with ruin. 

“The old system, under which we operated prior 
to the passage of the Federal Reserve Act, was 
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notable for its scattered and immobile banking re- 
serves and a credit inelasticity which rendered it 
totally inadequate for the country’s needs. It was 
unequal even to meeting the seasonal demands dur- 
ing the crop-moving period; and, in times of finan- 
cial stringency, it operated to aggravate, rather than 
to relieve, panic symptoms. 

“National banks could issue currency only when 
secured by Government bonds; consequently, they 
were unable to increase the currency in times when 
it was most needed. Banks outside of the great 
financial centers could expend their credit facilities 
only by borrowing from the larger metropolitan 
banks, with the result that all loans in the end con- 
verged on New York. Instead of a coordinated 
system of banks, with a common reservoir of credit, 
we had a large number of independent banking 
units, which in times of stress struggled against 
each other, and never worked together as part of 
one great financial structure. 

“These defects were cured by the establishment 
of the Federal Reserve System. The twelve re- 
gional banks, under the responsible coordinating 
influence of the Federal Reserve Board, can effect 
that prompt mobilization of reserves which is so 
essential in preventing panics. These banks are also 
able to provide the country with an elastic currency, 
which expands or contracts with seasonal and trade 
needs. . It is possible to supply the farmers and the 
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trade with adequate currency during the crop-mov- 
ing period and to effect the necessary contraction 
when the seasonal requirements have been met. The 
reserves of each regional bank are available, 
through the discounting privilege, to all other Fed- 
eral Reserve Banks. The funds of the central 
reservoir can be diverted to any bank in the System 
which has need of them, so that the financing of 
an increasing or decreasing volume of business can 
be accomplished with ease. 

“The Federal Reserve System was put into oper- 
ation just prior to the outbreak of the World War 
and was obliged to establish itself in public confi- 
dence during a period of unprecedented strain in 
the financial world. The channels of world trade 
had been suddenly and violently disorganized. The 
outbreak of war stopped the flow abroad of many 
exports and this country was flooded with a surplus 
of cotton and other commodities, which to a great 
extent proved unmarketable until the ‘new trade 
currents had established themselves. Then cotton 
and food manufactures, which were needed for 
war purposes, began to flow abroad in even greater 
quantities than before. Agriculture and industry 
expanded rapidly, necessitating an enormous in- 
crease in credits, which fortunately the banks of 
the Federal Reserve System and the other banks of 
the country were able to supply. 

“When this country entered the war in 1917, 
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the strain upon the banking structure became even 
greater. It was necessary to support our military 
establishment and at the same time to make ad- 
vances to the nations associated with us in carry- 
ing on the war. Our national debt increased from 
$1,281,000,000 on April 5, 1917, to $25,484,000,000 
on June 30, 1919. In the floating of the Liberty 
Loans, the Federal Reserve Banks acted as the fiscal 
agents of the Government, and their assistance in 
this and many other ways proved invaluable. 

“When the war was over and the nation was 
obliged to adjust itself to new conditions, it was 
the steadying influence of the Federal Reserve Sys- 
tem that brought the country safely through the 
necessary period of post-war readjustment with 
a minimum derangement and prevented the financial 
crisis from degenerating into a panic. As a result, 
there was no serious impairment in our financial 
structure at a time when such a calamity would 
have had most disastrous consequences throughout 
the entire world. 

“The service which the Federal Reserve System 
rendered to the country during this period can not 
be overestimated. And yet, the System, as you 
know, has been violently attacked because it failed 
to do the impossible and to avert the losses suffered 
in getting the overexpanded agencies of production, 
both agricultural and industrial, back on a normal, 
peacetime basis. 
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“As bankers, you know how groundless is the 
charge that the Federal Reserve Banks contracted 
agricultural credits. Asa matter of fact, far from 
contracting agricultural credits during the period 
of falling prices, the Federal Reserve Banks ex- 
panded bank credits and increased the volume of 
circulating notes in the agricultural States. 

“The Federal Reserve Bank of Richmond, for 
instance, during the calendar year 1920 increased its 
rediscounts by more than $10,000,000 and ex- 
panded its note issue by nearly the same amount. A 
similar expansion of credits was made by the Fed- 
eral Reserve Bank of Atlanta and the other banks 
in the great agricultural areas. 

“These facts speak for themselves and justify the 
assertion that, without the assistance rendered by 
the Federal Reserve Banks, it would have been diffi- 
cult, if not impossible, for the country to have come 
safely through the period of deflation, or for our 
financial structure to have weathered the enormous 
strain to which it was subjected at that time. 

“What the Federal Reserve System has been able 
to do for this country, it is now doing to a lesser 
degree for the world at large. It is today one of 
the important factors in the effort which is being 
made to achieve world stabilization. 

“When Great Britain made the momentous de- 
cision to re-establish the pound upon a gold basis 
at its former value, it meant that the old standard 
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for financial transactions was to continue and that 
America was not to be left holding the world’s 
supply of a metal for which the other nations might 
be seeking a substitute. Great credit is due to the 
Federal Reserve Banks for the part which they 
played in bringing about this result. These banks 
extended large credits to the Bank of England, and 
the British Treasury arranged for additional credits 
with private American bankers. Great Britain has 
been on a gold basis now for more than two years 
and has not used a single dollar of these credits; 
nevertheless, without the support furnished by the 
Federal Reserve Banks, I do not believe that stabili- 
zation would have taken place at the time when 
it actually occurred. 

“The movement back to gold has continued stead- 
ily, and other nations, including Belgium and more 
recently Italy, have been added to the list of coun- 
tries maintaining the gold standard. In the plans 
for the stabilization of the rest of Europe, the par- 
ticipation of the Federal Reserve System is equally 
necessary ; and in all this the interests of the Ameri- 
can farmer and manufacturer are vitally concerned. 

“The nations of the world must be re-established 
on a sound financial basis, if our surplus products 
are to find an export market. Only in this way 
can business compute in advance the price which 
it must pay for raw materials and figure more accu- 
rately on the price which can be secured for the 
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finished products. If this can be done, business 
can operate on a large scale and increase its for- 
eign purchases, which means a greater demand for 
our own surplus products and an expansion in busi- 
ness here and in other countries as well. 

“Tt is indeed fortunate in this disturbed period 
in monetary affairs, when so large responsibility for 
world stability has been placed upon this country, 
that we have in the Federal Reserve System an 
agency capable, not only of exercising an important 
influence towards stability in our own money mar- 
kets, but also of aiding in financial reconstruction 
abroad. 

“The work which the Federal Reserve System is 
doing is along sound, constructive lines. But the 
greatest mistake would be to expect the impossible. 
It is not a panacea for all the financial and eco- 
nomic ills which may befall the country. Neither 
the Federal Reserve System nor any other system 
can control prices. The most that System can do 
is to influence to a limited extent, from time to 
time, the total volume of credit and its cost. While 
credit is one factor in influencing prices, it is 
neither the only factor nor the controlling one; and 
it would be asking the Federal Reserve System to 
perform the impossible if it is to be charged with 
the responsibility for controlling prices merely be- 
cause it can exercise a limited control over the 
amount of credit available. 
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“The Federal Reserve System has been in opera- 
tion now for thirteen years. During this time it 
has so established itself in the confidence of the 
country that Congress last year extended the 
charters of the Federal Reserve Banks for an 
indeterminate period. This Act was one of the 
most important pieces of legislation that has passed 
Congress since the war, for it insured the continu- 
ance of the Federal Reserve System as an integral 
part of our banking structure. 

“Tt is left for us to make certain that the System 
shall not be endangered by loading it down with 
extraneous or impossible tasks. It has already jus- 
tified its existence, and it will be indispensable in 
any future financial crisis which may arise. But 
if the System is to do this, it must never be im- 
paired by changes which interfere with the twelve 
regional banks in the exercise of their primary 
function as reserve institutions in providing credit 
and currency for the country. 

“T know that you can be counted on always to 
give the Federal Reserve System your strong and 
unqualified support. It is a matter on which we 
‘can all agree, regardless of politics, for the Fed- 
eral Reserve System was established under a Dem- 
ocratic President and its continued existence has 
been assured by a Republican President. In mat- 
ters of such general concern as banking—and may 
I add, taxation also—it seems to me that partisan 
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politics should not enter. These are fundamental 
questions which vitally affect the welfare of the 
whole country; and, when that welfare is involved, 
we should think not of class or sectional or partisan 
advantage, but of what is economically sound and 
for the best interest of the country.” 
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Wuen 1928 roLLED around it was discovered 
that President Coolidge had really meant it when 
he declared that he did not choose to run again. 
As a result, the Republican party, for the first time 
in several years, found itself lacking a suitable 
candidate. 

Of course, there was Andrew Mellon. But three 
effectual barriers stood between him and the Presi- 
dency: His age (seventy-three), his rating as the 
third richest man in the United States, and the 
fact that he was not—and could never be—a poli- 
tician. Besides, he had long since made it known 
that he did not wish to be a candidate. Two other 
first-rate men the Republicans had: Charles Evans 
Hughes and Charles G. Dawes. But the former 
decreed that he was “too old to run,” and the 
latter did not meet with the approval of the poli- 
ticlans, who knew that he was one man who could 
never be bossed. 
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Then, from nowhere and everywhere, came the 
cry: “Hoover!” 

But Herbert Hoover, like Charles Dawes, was 
a man who preferred to do his own thinking, and 
the politicians did not want him. “Give us a man,” 
they said, “who is an all-round expert at rabble- 
rousing, issue-dodging and order-taking!” 

Of such men there is always a superabundance. 
But the cry persisted and grew: “Hoover!” And 
the politicians, whether they liked it or not, could 
do naught but nominate him. 

The Democratic candidate was New York’s color- 
ful Governor, Alfred E. Smith. Not since 1916, 
when Woodrow Wilson defeated Charles Evans 
Hughes, had the country been given its choice be- 
tween two such capable men. Of Mr. Hoover’s 
capability there could be no doubt: his record as 
Secretary of Commerce proved him to be an execu- 
tive of the highest type. And the same might be 
said of the “Happy Warrior,” Al Smith, who had 
served the State of New York long and faithfully. 

Prior to the Republican convention at Kansas 
City, neither President Coolidge nor Secretary Mel- 
lon had deigned to publicly recommend Hoover. 
But, as the weekly Time put it, “the Administration, 
in the person of Secretary Mellon, declared itself. . . 
not so much in favor of Hooverism as receptive to 
it for want of something more perfect.” Once the 
convention opened, however, Secretary Mellon 
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promptly delivered the entire Pennsylvania delega- 
tion to the Hoover camp, while the Administration, 
in the person of Mr. Calvin Coolidge, maintained 
its usual silence. 

The campaign that followed was one of the bit- 
terest in the history of the United States. Gov- 
ernor Smith, besides being a Democrat and a Wet, 
was handicapped further by being a Roman Cath- 
olic. “Elect Smith,” said the great American spirit 
of tolerance and justice, “and he’ll put the Pope 
on a throne in the White House and turn the Cap- 
itol into a distillery!” 

There is no intolerance in Andrew Mellon. He 
was not opposed to Smith because of his wetness 
or his Catholicism, but because he sincerely believed 
in the superiority of the Republican party and its 
candidate. One of his first acts was to issue a 
letter outlining the fiscal policy of the Administra- 
tion and asking the public to continue to believe in 
and support the Republican party. His letter 
follows: . 

“When the present Republican Administration 
began on March 4, 1921, the greatest war in which 
this nation had ever been involved had but recently 
come to an end. The war machine had been taken 
apart and men were trying to find their way back 
into their old places again, or to fit themselves into 
new ones, in a world which seemed to have changed 
overnight. 
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“Conditions of life were not the same. Taxes 
were high. Wholesale prices of farm and agricul- 
tural products had fallen sharply. Factories had 
begun to close and unemployment was increasing. 
Land values were cut in half in many of the agri- 
cultural districts. Although the Federal Reserve 
Banks had increased the amount of credit avail- 
able in the agricultural areas, the farmer who had 
bought land, the laborer who had contracted for a 
home, were unable to meet the payments coming due 
and mortgages were being foreclosed. The banks 
were loaded with frozen loans and many of them 
were closing their doors. Business was uncertain 
and hesitating in the face of unknown conditions; 
and, indeed, the whole economic structure was in 
need of readjustment. : 

“Not only was this country going through a pain- 
ful period of deflation, but in most of the world 
outside there was a state of affairs bordering on 
financial chaos. The real problems of reconstruc- 
tion were still to be solved if the world was to get 
back to work and if all that had been gained during 
the war was not to be lost in the general confusion 
and uncertainty of the peace. Men everywhere 
were looking for a way out of their difficulties. It 
was under these circumstances that the country 
turned to the Republican party, confident that that 
party would furnish the steadying influence needed 
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and justify the reputation it had always had for 
sound and constructive achievement. 

“Now, seven years later, it is possible to judge 
of what has been accomplished. That the Adminis- 
tration has made good is best attested by the fact 
that the finances, both of the Government and of 
the country, are in a sound condition; the public 
debt has been reduced to manageable proportions; 
taxes have been lowered on four successive occa- 
sions; commodity prices are fairly stable; and dur- 
ing the last three or four years the country has 
enjoyed one of the most prosperous periods in its 
history. 

“We have come a long way from the state of 
war-time taxation which obtained on March 4, 
1921, when the present Republican Administration 
began its task. Then the country was staggering 
under the high rates of the 1918 Revenue Act. 
Taxes so high that they would have seemed fan- 
tastic at any other time had been levied to carry 
on the war; and though hostilities had ceased over 
two years before, the Government commitments 
were still running at war-time levels. 

“The new Administration had pledged itself to 
a policy of drastic economy. Its first act, in carry- 
ing out that policy was to provide, by legislative 
enactment on June 10, 1921, for the establishment 
of a Budget System, under which the Government’s 
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spending departments have been organized and 
great reductions in expenditures have been effected. 

“Its next act, in carrying out its policy of econ- 
omy, was to cut down, whenever possible, the enor- 
mous carrying charges of the debt. The Adminis- 
tration recognized that permanent reductions in 
taxes were dependent on reductions in expenditures — 
and that one of the most direct and effective meth- 
ods of cutting down expenses was to reduce the 
sums paid each year as interest charges on the pub- 
lic debt. 

“The service on the debt imposes a heavy drain 
on the revenues. In the last fiscal year the expendi- 
tures for interest charges alone constituted nearly | 
one-fifth of the entire budget, and exceeded the total 
cost of the Government in 1913, the last year before 
the war period. Some idea of the enormous car- 
rying charges of the debt may be had from the 
fact that, in the eleven years since our entry into 
the war in 1917, this country has paid out as inter- 
est charges the stupendous sum of over $9,000,- 
000,000. In order to reduce and eventually to 
extinguish these payments, the Administration pro- 
ceeded to pay off as much of the debt as practicable 
and to refund the balance at a lower rate of inter- 
est. Such a policy was not only the part of wis- 
dom but was imperative if we were to set our finan- 
cial house in order. 

“When the Administration came into office on 
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March 4, 1921, short term obligations in the sum 
of $7,500,000,000 were maturing within 214 years; 
and other obligations were coming due, in- 
cluding the Third Liberty Loan, which then 
amounted to over $3,500,000,000, and was ma- 
turing in September, 1928. Today the short- 
dated debt has been retired or refunded into more 
manageable maturities. The Second Liberty Loan 
of over $3,000,000,000 has also been retired or re- 
funded, and the way has been cleared for operations 
in connection with the retirement or refunding of 
the Third Liberty Loan. In the period from 
March, 1921, to September, 1928, over $11,000,- 
000,000 of securities bearing high rates of interest 
will have been retired or refunded into securities 
bearing lower rates of interest. The average inter- 
est rate on our public debt has been lowered from 
4.29 percent in 1921 to 3.87 percent on June 30, 
1928; and Liberty Bonds, which were selling below 
par in 1921, are now selling at a premium. Dur- 
ing the last 7 years the gross public debt has been 
reduced from $23,979,000,000 on March 31, 1921, 
to $17,604,000,000 on June 30, 1928, or a total re- 
duction of over $6,000,000,000. By reason of this 
decrease in the debt and also by the lowering of the 
interest rate in successive refunding operations, 
there has been effected a saving in interest payments 
of not less than $275,000,000 annually. 

“As a result of such saving and of economies 
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introduced into Government, the budget, which had 
amounted to $6,482,000,000 for the fiscal year 1920, 
the last full fiscal year before the present Adminis- 
tration took office, was reduced to $3,644,000,000 
for the fiscal year 1928, or a total reduction of 
nearly $3,000,000,000 at the end of eight years. 
During each year of this period there has been a 
surplus of receipts above expenditures, as may be 
seen from the following table: 


ORDINARY RECEIPTS AND- EXPENDITURES CHARGE- 
ABLE AGAINST ORDINARY RECEIPTS 
1921 to 1928 


(On basis of daily Treasury statements [unrevised] ) 


Expenditures chargeable 


Total ordinary against ordinary 
Fiscal year receipts receipts Surplus 
1921s $5,624,932,960 $5,538,209, 189 $ 86,723,771 
1922 ... .  4,109,104,150 3,795,302,499 313,801,651 
10255 4,007,135,480 3,697,478,020 309,657,460 
1924 ... 4,012,044,701 3,506,677,715 505,366,986 
1925 .. 3,780,148,684 3,529,643,446 250,505,238 
19265 3,962,755,690 3,584,987,873 377,767,817 
1927-3 4,129,394,441 3,493,584,519 635,809,922 
1928 4,042,348, 156 3,643,519,875 398,828,281 


“The surplus each year has been applied on the 
debt. The debt also has been reduced by retire- 
ments provided by the Sinking Fund and by the 
sums realized from foreign repayments and from 
the sale of war stocks and other capital assets, to 
acquire which the debt was, in part, contracted. 

“Along with the retirement of the debt, there 
has proceeded a steady reduction in taxes. The 
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Administration has lost no opportunity to urge that 
taxes be reduced, so far as might be warranted by 
the condition of the revenues, with the result that 
this Administration can show the unprecedented 
record of four tax reduction measures within a 
period of seven years. 

“Almost the first act of the new Administration 
was to pass the Revenue Act of 1921, reducing 
taxes by approximately $663,000,000 for the 
fiscal year 1923, as compared with what would have 
been collected under the old law. At the same time 
it provided for the reduction or repeal of several 
of the most vexatious and burdensome of the war 
taxes. The personal exemption for heads of fam- 
ilies whose income was not in excess of $5,000 
was increased from $2,000 to $2,500; and the credit 
allowed for each child or dependent was increased 
from $200 to $400. Surtaxes were reduced from 
a maximum of 65 percent to a maximum of 50 
percent. The excess profits tax was eliminated, 
and most of the transportation and some of the 
nuisance taxes were repealed. On the item of 
transportation alone, the public saved $273,000,000. 
Over $48,000,000 was saved by the repeal of the 
tax on soft drinks, and ice cream nearly $19,000,- 
000; nearly $19,000,000 on life, fire, marine and 
casualty insurance; $1,332,000 on chewing gum; 
over $4,000,000 on sporting goods and $11,000,000 
on pianos and phonographs. In addition, the tax- 

217 


Andrew W. Mellon 


payers saved nearly $19,000,000 by a reduction of 
the tax on wearing apparel, carpets, trunks and 
umbrellas; $7,543,000 on candy, and very consider- 
able amounts on other articles such as electric fans, 
thermos bottles, toilet soap, perfumes, etc. 

“The Revenue Act of 1924 granted still further 
reductions in taxes and effected a saving to the tax- 
payers of about $519,000,000 annually, as com- 
pared with what would have been collected under 
the old law. The greatest savings were made 
in the direct taxes levied on small incomes which 
were reduced from 4 and 8 percent to 2, 4 and 6 
percent. The surtaxes were also revised so that 
the rates ranged from 1 percent on net income in 
excess of $10,000 to a maximum of 40 percent on 
the largest incomes. The amount of personal ex- 
emption in the case of heads of families was in- 
creased to $2,500 in all cases; and a reduction of 
25 percent was allowed in the tax on earned in- 
come not exceeding $10,000. This was one of the 
outstanding features of the Administration’s tax 
program, and resulted in taxing more lightly the 
incomes from wages, salaries and professional serv- 
ices than from investment, thus giving an added 
inspiration to the man who must provide a compe- 
tence during his few productive years to care for 
himself and his family when his earning capacity 
is at an end. The 1924 Act also provided for a 
flat refund or credit of 25 percent of the tax paid 
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for the year 1923; and created a Board of Tax Ap- 
peals to which a taxpayer could appeal from the 
ruling of the Bureau of Internal Revenue levying 
an additional assessment, and secure a redetermina- 
tion prior to the payment of the tax. 

“Many taxes, such as those on telephone and 
telegraph messages, were repealed. It is estimated 
that the repeal of this tax alone saved to the tax- 
payers $33,000,000. Another $10,400,000 was 
saved by the repeal of the tax on beverages; $11,- 
803,000 by the repeal of the candy tax; $46,- 
804,000 by taxing only admissions in excess of 50 
cents. Certain exemptions were allowed in the tax 
on automobile trucks and bodies, which it was esti- 
mated would save to the taxpayer $22,431,000, also 
the sum of $10,896,000 from cutting in half the 
tax on tires, inner tubes, parts and accessories. 
Many other taxes, such as those on knives, hunt- 
ing garments, carpets, trunks, valises, purses, light- 
ing fixtures and fans and the stamp tax on drafts 
and promissory notes, were repealed. The broker’s 
occupational tax is no longer imposed on those en- 
gaging in selling produce and merchandise and the 
tax on jewelry was greatly reduced. These miscel- 
laneous taxes, which were repealed or reduced, rep- 
resented a direct saving to the taxpayer in so far 
as such reductions were reflected in prices. 

“The Revenue Act of 1926 made a cut of $422,- 
000,000 in the taxpayers’ bill, as compared with 
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what would have been collected under the 1924 
Act; and it also provided many scientific reforms 
in the tax system, thereby bringing about a more 
equitable distribution of the tax burden and re- 
sulting in increased revenue in certain brackets, 
even though the rates had been lowered. The rates 
of the normal tax were reduced from 2, 4 and 6 
percent to 14%4, 3 and 5 percent, and the maximum 
surtax rate was cut from 40 percent to 20 per- 
cent. The credit for earned income was increased 
to a maximum of $20,000, thus affecting a total 
annual saving to the taxpayers of nearly $25,000,- 
000; and personal exemptions were increased to 
$3,500 for married persons and $1,500 for single 
persons, freeing from tax liability about two mil- 
lion taxpayers and leaving only 2%4 million indi- 
vidual income taxpayers to contribute from this 
source to the support of the Federal Government. 
Excise taxes on manufacturers’ and dealers’ sales 
were removed, except taxes on pistols and revolvers 
and on passenger automobiles and motorcycles, and 
the tax rate on the last was reduced. Certain 
stamp taxes were removed; taxes on distilled spirits 
and admissions were reduced; the corporation cap- 
ital stock tax was repealed, and the gift tax was 
eliminated. : 

“The Revenue Act of 1928 made a further re- 
duction in the tax burden, cutting off approximately 
$222,000,000, for the first full year of its opera- 
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tion. It reduced the corporation income tax from 
13% percent to 12 percent, and granted additional 
relief to small corporations having a net income of 
not over $25,000 by increasing the credit from 
$2,000 to $3,000. There was also an increase in 
the credit allowed for earned income, which will 
be of direct benefit to individuals, particularly those 
in the middle brackets. The excise tax on the sale 
of automobiles was repealed and the tax removed 
from admissions of $3.00 or less, thus very sub- 
stantially relieving the burden imposed by two of 
the more important so-called ‘war taxes.’ Other 
provisions of the Act give to the Treasury very 
real opportunities for simplification in the Adminis- 
tration of the revenue laws. 

“These revisions are all reforms to the extent 
that the tax system was simplified. The system was 
still further simplified by changes, provided by the 
recent Revenue Acts, in thestatutes taxing exchanges 
of stock and securities in connection with corporate 
reorganizations. Today such exchanges, when 
they grow out of corporate reorganizations result- 
ing only in a change of form and not substantially 
- affecting the property interests either of the share- 
holders or of the corporation, are non-taxable for 
income tax purposes; but prior to the changes pro- 
vided by these Acts, reorganization or refinancing 
was frequently impossible because of the penalty 
imposed by the tax laws on many legitimate trans- 
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actions. The result has been that business has been 
taken out of a strait-jacket and permitted to ex- 
pand in an orderly manner, unhampered by artificial 
restrictions of the tax laws. 

“The extent to which these successive revisions 
of the revenue law have lowered taxes can be seen 
from a comparison of the amounts paid under the 
last five Revenue Acts. In the following table the 
amounts given are for a married man without de- 
pendents, whose taxes under the 1924, 1926, and 
1928 Acts are figured on the basis of an earned 
income: 


1926 and 
Income 1928 Act 1921 Act 1924 Act 1928 Acts 
A aes to A Ae to Applies to 
1918 1919-1920 1922-1923 
$3,000 $60 $40 $20 $7.50 Sonhes 
4,000 120 80 60 22.50 5.63 
5,000 180 120 100 37.50 16.88 
6,000 250 170 160 52.50 28.13 
7,000 390 270 250 75.00 39.38 
8,000 530 370 340 105.00 §6.25 
9,000 680 480 430 135.00 78.75 
10,000 830 590 520 165.00 101.25 


“Within a period of 6 years, the Federal tax per 
capita has been cut in half, having been reduced 
from $45.23 in 1921 to $27.17 in 1926. 

“Another way of showing the extent to which 
the average man has benefitted by tax reduction is 
to take the case of a typical taxpayer of moderate 
means and compare his payments today with what 
he was obliged to pay under the 1918 Act, which 
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was in force when the present Administration came 
into office. The reductions in his personal income 
tax have been shown above. As regards taxes 
formerly imposed in connection with carrying on 
his business, he also benefitted by many reductions. 
If he happened, for instance, to be proprietor of a 
motion picture theatre with a seating capacity of 
500 persons, he was obliged to pay a license tax 
of $100 under the 1918 Act; and if he leased films 
at a cost of $175 a week, he paid a tax of $455 
during the year, besides the tax which he paid on 
express charges on his films. If he bought 4 elec- 
tric fans at a retail price of $42, or manufacturer’s 
price of $35, he was taxed $7; if he bought 2 wall 
clocks for $15.00 each, he paid a tax of $1.50; if 
he sent as many as 24 telegrams during the year 
at an average of .80 per message, he was taxed 
$2.40; if he made 12 long distance telephone calls 
at $1.65 per call, he was taxed $1.20. Today all 
of these taxes and many others have been removed. 

“This is true also of nearly all of the taxes which 
the average man paid under the 1918 Act on per- 
sonal and household expenses. If during that 
period the taxpayer bought a house and lot for 
$10,000, giving a mortgage of $6,000 and paying 
cash of $2,000 and borrowing $2,000 on his prom- 
issory note, he was taxed $10.00 on the deed or 
transfer of property and .40 on the promissory note, 
or a total tax of $10.40 on the transaction. If he 
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bought certain house-furnishings, such as paintings 
and frames, he was taxed $10; if he bought a 
thermos bottle for $4.75 or manufacturer’s price 
of $4.00, there was a tax of .20; if he invested in 
a victrola and records, costing $70, or manufac- 
turer’s price of $55, he paid a tax of $2.75; and a 
tax of .30 on toilet soaps costing $12.50, or manu- 
facturer’s price of $10, and $1.00 on toilet and 
medicinal articles costing $25.00. A piano costing 
$650.00, or manufacturer’s price of $500, was taxed 
$25.00; a camera and films at $19.00, or manufac- 
turer’s price of $17.50, were taxed at $1.63; ten- 
nis racquet and balls at $12.50, or manufacturer’s 
price of $11.00, were taxed $1.10; golf bag, clubs 
and balls at $27.50, or manufacturer’s price of 
$25.50, were taxed $2.55; and a watch and chain 
costing $45 were taxed $2.25. If he bought his 
wife a $300 ring, he paid a tax of $15.00; or a 
tax of $30 on a fur coat costing $300. Opera 
glasses costing $25.00 carried a tax of $1.25; and 
two pairs of shoes costing $12.50 each were taxed 
.o0. If he bought an automobile for $895, or manu- 
facturer’s price of $695, and two tires for $42, or 
manufacturer’s price of $38, he paid a tax of 
$36.65. If he and his wife made one trip costing 
$111.12 for tickets and $16.50 for Pullman, he paid 
a tax of $8.89 on his tickets and $1.32 on his Pull- 
man. If he spent as much as $7 a year for candy 
and $7 for chewing gum, he was taxed .38; and 
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ice cream and soft drinks costing $8.00 were taxed 
.80. Some of the miscellaneous taxes referred to 
above were imposed on the manufacturer’s sale 
price, hence in some instances both sale price and 
retail price are given. 

“The taxes given above are merely typical of 
what many taxpayers were obliged to pay under 
the 1918 Act on personal and household expenses. 
Of those enumerated, amounting to $151.97, all had 
been repealed in 1928. 

“In the case of a taxpayer who bought in any 
one year the articles enumerated above, his taxes 
on business and household expenses have been en- 
tirely eliminated. If the taxpayer happened to be 
a married man with no children and a net earned 
income of $4,000 a year, his personal income tax 
was reduced from $120 in 1918 and $80 in 1919- 
20 to $5.63, so that he is paying a total of $5.63 
today as compared with $231.97 when the present 
Administration came into power. If his income is 
$5,000, he is paying $16.88 as compared with 
$271.97. 

“The articles and expenditures which were enum- 
erated above, have been taken at random and do not 
comprise the entire list of articles on which taxes 
have been reduced or repealed. Other similar lists 
could be made, but the partial list given at least 
shows the extent to which taxes have been reduced 
and gives a concrete illustration of how the aver- 
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age taxpayer has benefitted by the tax reduction 
program of the Administration. 

“So much for actual saving to the taxpayers 
as the result of tax reduction. At the same time 
the work of collecting internal revenue has been re- 
organized and many economies have been intro- 
duced into the administration of the tax laws. The 
number of employes in the Internal Revenue Bu- 
reau has been reduced by 4,957 during the period 
1922 to 1927; and the cost of operation has been 
lowered by $4,682,149 during the same period, 
while 1,277,907 cases were closed in 1922 as com- 
pared with 2,773,652 in 1927; and additional tax 
assessed amounted to $337,950,938 in 1927 as com- 
pared with $228,822,654 in 1922. The work of 
the Bureau is practically current, over 99 percent 
of all returns filed for years prior to 1924 having 
been closed, and 87 percent of the 1926 returns 
having been accepted and closed. 

“But this is not all that the Administration has 
been able to accomplish as the result of lowering 
taxes and introducing economies into the adminis- 
tration of the revenue laws. It has also made use 
of the opportunity offered by tax reduction to ac- 
complish that reform of the tax system which has 
been one of the objectives of the present Adminis- 
tration. From an elaborate, wartime tax system of 
numerous taxes on many commodities and activities, 
there has been evolved an internal revenue system 
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of few and relatively light taxes. The tax revisions 
brought about by the Revenue Acts of 1921, 1924, 
1926, and 1928 have been far-reaching, and have 
resulted not only in lightening the burden of the 
taxpayers but also in giving the country a better- 
balanced system of taxation, with resulting benefits 
to all classes of taxpayers. 

“Along with the reduction in taxes and the re- 
funding and retirement of the domestic debt, has 
proceeded a steady settlement of the obligations 
owed to this country by foreign nations. The World 
War Debt Commission has reached agreements 
with Great Britain, Finland, Hungary, Lithuania, 
Poland, Belgium, Czechoslovakia, Latvia, Estonia, 
Italy, Yugoslavia, France and Rumania, bringing 
the total amount which has been funded to date to 
$11,522,354,000. 

“In reaching these settlements, the Debt Com- 
mission tried to be fair both to the American tax- 
payer and to the foreign debtor nations. It recom- 
mended no settlements except such as it believed 
were within the reasonable capacity of the nations 
to which aid was extended during and after the 
war. In all cases it sought to alleviate the hard- 
ships of the earlier and more difficult years by mak- 
ing the initial payments as small as possible and 
spreading out the time of repayment over a period 
of 62 years. 

“Another important policy of the Administration 
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has been to provide adequate credit for agriculture. 
The War Finance Corporation, originally organized 
as a war-time agency, has rendered invaluable serv- 
ice to the agricultural interests of the country under 
the Republican Administration. After the present 
Administration assumed office in March, 1921, vig- 
orous steps were taken to make effective use of the 
resources of the Corporation in meeting the critical 
situation which had arisen in agriculture. The 
Corporation’s authority was then limited to the 
financing of exports and within a short time large 
loans were made to assist in the exportation of cot- 
ton and other agricultural commodities. 

“In the summer of 1921, at the instance of the 
Administration, Congress passed the Agricultural 
Credits Act for the further relief of agriculture. 
That Act greatly broadened the powers of the War 
Finance Corporation and, in addition to the financ- 
ing of exports, gave it authority to make loans 
for agricultural purposes to banking and financing 
institutions, including livestock loan companies, and 
to cooperative marketing associations. 

“Altogether, the Corporation made loans aggre- 
gating approximately $300,000,000 for agricultural 
and livestock purposes. These loans reached hun- 
dreds of thousands of farmers through 4,317 coun- 
try banks, 114 livestock loan companies and 20 co- 
operative marketing associations. The Corporation 
also, after it resumed operations in 1921, made 
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advances aggregating $39,000,000 to assist in 
financing exports, principally of cotton, grain, to- 
bacco and other agricultural products. The amount 
advanced for all purposes from its creation in May, 
1918, to February 29, 1928, was $690,375,000, of 
which more than $686,342,000 has been repaid. 

“The Corporation’s activities under the Agricul- 
tural Credits Act were conducted on a nation-wide 
scale and had a far-reaching effect in meeting a 
great agricultural crisis. Its loans not only relieved 
the farmer of the necessity of forced liquidation of 
his products on demoralized markets, and enabled 
him to dispose of them in a more orderly manner, 
but also relieved a serious credit stringency and 
saved large numbers of country banks upon which 
the farmers were dependent for their seasonal 
financing. 

“The successful emergency operations of the 
War Finance Corporation, under the Republican 
Administration, in connection with the financing of 
agriculture, pointed the way of meeting the mar- 
keting and production credit needs of the farmer 
for periods ranging from six months to three 
years. Congress, therefore, at the instance of the 
Administration, passed the Agricultural Credits 
Act of March 4, 1923, providing for the establish- 
ment of twelve Federal Intermediate Credit Banks, 
each with a capital of $5,000,000 subscribed by the 
Treasury. These banks were designed to render 

229 


Andrew W. Mellon 


in a permanent way the service to agriculture that 
was performed temporarily by the War Finance 
Corporation, and began operations on July 1, 1923. 

“The Intermediate Credit Banks discount for 
eligible banks, loan companies, and agricultural 
credit corporations loans made for agricultural pur- 
poses which have a maturity at the time of discount 
of not less than six months nor more than three 
years; and also make loans to cooperative market- 
ing associations upon the security of warehouse re- 
ceipts or shipping documents representing staple 
agricultural products or chattel mortgages on live- 
stock. The rediscounts and loans of the banks from 
the beginning of their operations to December 31, 
1927, aggregated $406,000,000, in addition to which 
there have been renewals totaling $222,000,000. Of 
the loans made by the banks, $230,000,000 repre- 
sents advances to coOperative marketing associa- 
tions for the purpose of financing the orderly mar- 
keting of wheat, cotton, tobacco, and other agricul- 
tural products. 

“It is estimated that approximately 163,622 
farmers have been served by the Intermediate Credit 
Banks through the rediscount of their individual 
notes and that 1,069,769 have benefitted from the 
advances made to codperative marketing associa- 
tions. 

“From 1921 to 1927, inclusive, the Federal Land 
Banks closed 324,221 loans to farmers in the ag- 
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gregate amount of $1,071,816,000. During the 
same period the Joint Stock Land Banks closed 
110,518 loans totalling $755,939,000. In other 
words, during the past seven years the farm mort- 
gage loans of the banks of the Farm Loan System 
reached the vast total of $1,827,755,000 and more 
than 400,000 farmers have benefitted from their 
operations. On December 31, 1927, the net amount 
of mortgage loans outstanding through the Fed- 
eral Land Banks was $1,155,643,000 and through 
the Joint Stock Land Banks $609,477,000, making 
a total of $1,765,120,000. 

“Particularly in the case of the Federal Land 
Banks, which are cooperative or mutual institutions, 
there has been a steady reduction in the interest 
rate until now most of the banks are making loans 
on a five percent basis. Interest rates also have 
been reduced by a number of the Joint Stock Land 
Banks. The issue of the bonds in November, 
1927, by the Federal Land Banks, carried a four 
percent rate, the lowest in the history of the 
System. 

“The Farm Loan System has been of great bene- 
fit to the farmers of the country. It has not only 
provided ample farm mortgage credit on easy terms 
at low interest rates, but its operations have re- 
sulted in a general reduction of interest rates on 
mortgage loans all over the country. 

“Another problem inherited from the last Ad- 
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ministration had to do with the railroads. Since 
the present Administration came into office, steady 
progress has been made in winding up the affairs 
of the United States Railroad Administration. On 
March 4, 1921, the Director General of Railroads 
held $48,065,038 of railroad obligations. On 
June 30, 1928, all of these obligations had been re- 
tired except $5,347,700. These obligations are in 
addition to those held by the Secretary of the 
Treasury, under Section 210 of the Transportation 
Act of 1920, which obligations on June 30, 1928, 
had been reduced to $68,261,448 from $238,316,000, — 
the amount outstanding on December 31, 1921. 
The administrative expenses of the Railroad Ad- 
ministration which in 1920 amounted to $5,133,- 
381.85, had been reduced to $214,375.52 in the 
year 1927. 

“One of the difficult problems inherited by the 
present Administration was the settlement of war 
claims of the United States Government and its 
citizens against the German, Austrian and Hun- 
garian Governments, and of the claims of the na- 
tionals of these governments against the United 
States. A satisfactory solution was reached under 
the Settlement of War Claims Act of 1928, which 
was approved by the President on March 10, 1928. 
Under the terms of this Act, provision is made for 
payment of awards made by the Mixed Claims 
Commission, United States and Germany, and by 
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the Tripartite Claims Commission, in favor of the 
United States and its nationals against Germany, 
Austria and Hungary, and all personal injury 
awards and claims under $100,000 are to be paid 
in full at once. Provision is also made for the 
eventual return to its owners of all of the property 
seized by the Alien Property Custodian under the 
terms of the Trading with the Enemy Act from 
German, Austrian, and Hungarian nationals, and 
for the return of a very substantial amount immedi- 
ately. The value of this property in the hands of 
the Alien Property Custodian is in excess of $250,- 
000,000. By this Act, America adheres to her tra- 
ditional policy of respect for private property and 
at the same time ends the hardships of many indi- 
vidual property owners and releases for productive 
purposes large sums which should make for greater 
prosperity both in this country and in Germany, 
Austria and Hungary. 

“One of the most important pieces of legislation 
that has passed Congress since the war was the 
Act of February 25, 1927, which provided, among 
other things, for the extension of the charters of 
the Federal Reserve Banks for an indeterminate 
period. This act, which was passed at the strong 
urging of the Administration, insures the continu- 
ance of the Federal Reserve System as an integral 
part of our banking structure. 

“The Administration has done everything pos- 
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sible to strengthen the Federal Reserve System, be- 
lieving that its continued existence is necessary to 
promote stabilization not only in this country but 
in the world at large. In all this, the interests of 
American farmer and manufacturer are vitally con- 
cerned. The nations of the world must be re-estab- 
lished on a sound financial basis, if our surplus 
products are to find an export market. Only in 
this way can business compute in advance the price 
which it must pay for raw materials and figure 
more accurately on the price which can be secured 
for the finished products. If this can be done, 
business can operate on a larger scale and increase 
its foreign purchases, which means a greater de- 
mand for our own surplus products and an ex- 
pansion in business here and in other countries as 
well. 

“The present Republican Administration has suc- 
ceeded in its efforts to get this country back on a 
peace-time basis, and has done much to achieve the 
degree of stability which prevails today in the 
world at large. In getting back to fundamentals 
and seeking to build up prosperity on a firm and 
lasting basis, the Republican party has given a 
notable instance of platform pledges which have 
been carried out and of promises which have been 
made good by performance. Under the sound and 
courageous leadership of President Coolidge, it 
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has proved itself a party of constructive ability and 
has shown that it deserves the continued confidence 
and support of the American people.” 


36 


ONE way to win an election is to embarrass the 
other fellow or some one connected with him. An- 
drew Mellon had been Secretary of the Treasury 
under two Republican Presidents: Harding and 
Coolidge. Not much could be said to embarrass 
Hoover, for his record, which was as open as an 
empty pocketbook, was without a single blemish. 
Equally clean was the record of Secretary Mellon, 
but a number of things laid him open to the attacks 
of his political enemies: his wealth, for one thing; 
his alleged connection with the Aluminum Com- 
pany of America, for another; and the fact that 
he had once been interested in a distillery, for yet 
another. It was at this latter connection that Sen- 
ator T. H. Caraway aimed a letter which he sent 
to Secretary Mellon on September 28. 

What the Senator wanted to know, according to 
his letter, was “exactly how many gallons of in- 
toxicating liquors’ Mr. Mellon owned when the 
Volstead Act became effective, how many gallons 
had since been disposed of, and how many gallons 
Mr. Mellon still owned, “either in person or 
through companies.” 
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“If you were never engaged in the liquor busi- 
ness, will you please say why you bought a dis- 
tillery?” the Senator asked. “Was it your in-— 
tention to engage in that business? If not, why 
was the distillery purchased?” 

Somewhat in the manner of a magician’s “Ob- 
serve—I have nothing up my sleeve!” was Secre- 
tary Mellon’s reply: 

“In so far as present ownership either in person 
or through companies is concerned, the answer is 
that neither today nor for several years have I had 
any direct or indirect interest in any distillery or in 
the manufacture of liquor or in any stock of 
liquor held for sale. 

“Several years before the prohibition amendment 
went into effect, the Overholt distillery, in which I 
owned an interest, absolutely ceased from the manu- 
facture of whiskey and from doing any business; 
and, before I took office as Secretary of the Treas- 
ury, the entire property, real and personal, was by 
all of the stockholders or parties interested con- 
veyed to a trust company by irrevocable deed as 
trustee with directions to dispose of the property 
and business at its discretion (the owners retain- 
ing no direction or authority whatsoever in the 
matter), the trustee to account and pay the parties 
interested the net proceeds of sale, less commission 
and expenses. Since that time I have had no con- 
cern or connection with the property or business. 
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John Knott in the Dallas News 
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The trustee executed the trust by disposing of the 
real estate, stock on hand, and other property in its 
entirety. I do not know how many gallons of liquor 
were held at the time when the Eighteenth Amend- 
ment and Volstead Act became effective. In fact 
I have never known. I have never had any other 
interest connected with liquor or its distillation and 
never at any time was I personally engaged in the 
distillery or liquor business. 

“In answer to your further question, ‘why was 
the distillery purchased,’ my reply is that the dis- 
tillery stock was acquired years ago just as lI 
bought stock in any other business. My entire 
investment was only $25,000. I have never at any 
time given personal attention to the company’s 
business; in fact, have devoted more time, since I 
have been Secretary of the Treasury, replying to 
inquiries, as now, than in all the years of the busi- 
ness. If I had bought $25,000 of stock in a to- 
bacco company, would it be said that I was a. 
tobacconist ? 

“This matter was exploited when my name was 
under consideration by President Harding for 
appointment to the Treasury, and then publicly ex- 
plained. It was revived and reiterated in the 
Senate and House; it was revived again by Gov- 
ernor Pinchot of Pennsylvania; and in the Cool- 
idge campaign; then revived for the present cam- 
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paign. However, the agitation will cease on No- 
vember 6.” 

As a matter of fact, the “agitation” ceased long 
before November 6. It ceased on October 4, when 
Mr. Mellon’s letter appeared in the newspapers. 


37 


THREE OTHER contributions the Secretary made 
to the cause of Hooverism: The sum of $25,000 
(donated, according to Time, by one “A. William 
Mellon”), and two speeches. The first of these 
speeches, “Republican Accomplishments,” was 
broadcast from station WRC, Washington, on 
October 11. Its title explains why the man who 
sacrificed his college diploma rather than deliver a 
graduating oration was inspired to go in for plain 
and fancy speech-making at the age of seventy- 
three: ‘Republican Accomplishments” meant a 
great deal to Andrew Mellon, and he believed that 
Herbert Hoover was capable of adding still more 
accomplishments to the record of the Republican 
party. His speech follows: 

“In the final analysis, there is only one issue in 
this campaign. That is whether the leadership 
offered by the Republican or by the Democratic 
Party is better qualified to assume the burden of 
carrying on the Government and of solving the 
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problems which will arise in the next four years. 
That is the real issue to be decided on November 6. 

“The Democratic candidate has told you what he 
proposes to do. The Republican candidate, Mr. 
Hoover, is in the fortunate position of being able 
to tell you not only what he will do but what he and 
the Administration, of which he has been an im- 
portant part, have already done. He offers you 
an unparalleled record of constructive achievement ; 
and, on that record, he and the Republican Party 
ask for your continued confidence and support. 

“What has that record been? In the first place, 
it has been a complete fulfillment of the promise 
which the Republican Party made that the Govern- 
ment should be administered economically and in 
accord with accepted business principles, and that 
the affairs of the country should be put on a 
sound basis, so that confidence might return and 
the march of progress might be resumed after the 
long interval of the war. 

“That the Administration has made good its 
promise is best attested by the fact that today the 
finances both of the Government and of the country 
are in a sound condition. Under the present Admin- 
istration taxes have been materially lowered on four 
occasions. Expenditures have been cut. The pub- 
lic debt has been reduced so that it is no longer a 
heavy burden on the taxpayers. The nation has 
been given the benefit of a protective tariff; and 
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during the entire period the country has moved 
steadily forward, getting further and further away 
from the unsettled conditions which prevailed in 
1921, when the present Republican Administration 
took office. 

“At that time the whole economic structure 
-seemed in need of readjustment. Now, after 
nearly eight years, it is possible to judge of what 
has been accomplished. Not only has the nation 
passed through this difficult period of post-war re- 
adjustment, but during the last three or four years 
it has enjoyed one of the most prosperous periods 
in its history. 

“In no other nation and at no other time in the 
history of the world have so many people enjoyed 
such a high degree of prosperity or maintained a 
standard of living comparable to that which prevails 
throughout this country today. There are, of 
course, some localities and some industries, just as 
there are always some individuals, who from time 
to time do not share equally in the prevailing pros- 
perity. The task of government should be to lessen 
that inequality wherever possible; and this the 
present Administration has tried to do. The test, 
however, of whether a nation is prosperous or not 
depends upon whether it can be shown that the 
average man and woman, or the majority of them, 
share in that prosperity and are able not merely to 
maintain but to raise their standard of living. 
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“In the United States today conditions as a 
whole meet that test. Our highways are crowded 
with automobiles, and statistics show that the num- 
ber of passenger car registrations have more than 
doubled in the last seven years. Savings deposits 
have nearly doubled; and bank deposits have in- 
creased from 39 billion dollars in 1921 to 56 bil- 
lion in 1927. Our foreign trade now amounts to 
nearly 9 billions a year, and each year since 1924 
we have invested a billion dollars in foreign secur- 
ities. 

“In 1921, 6% million individuals reported for 
Federal tax purposes a total income of 1914 bil- 
lion dollars. In 1927, 4 million individuals re- 
ported an income of 22% billion dollars. During 
this period, as a result of the Administration’s tax 
reduction program, more than 2% million indi- 
viduals were relieved entirely of all liability for 
Federal income taxes; and yet, due to increased 
prosperity, the income reported by the decreased 
number of taxpayers was 3 billion dollars more 
than was reported in 1921. Furthermore, the 
Preliminary Statistics of Income for the year 1927, 
which are now being compiled by the Treasury, 
show that in the year 1927 there was a substantial 
movement of taxpayers from the lower grades into 
the higher ones, a thing which could not have oc- 
curred if there had not been an increasing volume 
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of earning during the year, as well as a fairly uni- 
form and widespread prosperity. 

“The Administration’s tax policy has been a 
material factor in this situation. Within a period 
of seven years there have been four sweeping re- 
ductions of taxes. In 1921, 1924, 1926, and 1928 
Congress passed revenue bills at the strong urging 
of the Administration reducing taxes about 1800 
million dollars a year or about 5 million dollars a 
day as compared with what would have been col- 
lected under the 1918 law. Back in 1921, although 
the war had been over nearly three years, taxes 
were levied on many commodities such as railroad 
and Pullman tickets, victrolas, pianos, automobiles, 
candy, chewing gum, soft drinks, ice cream, and 
many other things besides. Today none of these 
things is taxed. When the present Administra- 
tion took office in 1921, a married man with a salary 
of $250 a month was paying an income tax of $40; 
today he pays nothing. A man earning $4,000 a 
year was paying $80; today he pays $5.63, and so 
on up to $10,000, on which the tax in 1921 was 
$590, whereas today it is less than one-fifth of 
that amount. 

“These are examples of the very real benefits 
which the taxpayers enjoy by reason of the Ad- 
ministration’s tax policy. But this is not all that 
the Administration has been able to accomplish. 
It has also made use of the opportunity offered 
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by tax reduction to effect that reform of the tax 
system which has been one of the objectives of the 
present Administration. When the Administration 
came in, it found an elaborate war-time system with 
numerous and heavy taxes on many commodities 
and activities. Enterprise and initiative were dis- 
couraged. Today there is an internal revenue sys- 
tem of few and relatively light taxes. Moderate 
rates have been substituted for excessive ones and, 
true to sound tax principles, have proved more pro- 
ductive in revenue than were the higher rates. By 
raising exemptions and credits, the small taxpayer 
has been almost entirely relieved of the burden of 
Federal taxes. Productive business, by being freed 
of oppressive rates, has been taken out of a strait- 
jacket and permitted to expand in an orderly man- 
ner, unhampered by artificial restrictions of the 
tax laws. Capital is no longer driven into such 
channels as tax-exempt securities in order to avoid 
payment of the tax. As a consequence business has 
expanded; the national income has increased; and 
adequate revenues for the Government have been 
realized, even with lower rates and fewer taxpayers. 

“Not only have taxes been lowered, but great re- 
ductions have been made in expenditures. One of the 
first acts of the new Administration was the estab- 
lishment of the Budget System, under which the 
Government’s spending departments have been or- 
ganized and the budget has been reduced by nearly 
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1,900 million dollars as compared with the last 
fiscal year of the preceding Democratic Adminis- 
tration. 

“At the same time the public debt has been re- 
duced over six billion dollars. That debt is repre- 
sented principally by war loans, which the Govern- 
ment borrowed from the people of the country in 
order to carry on the war. These loans must be 
repaid; and it is the part of wisdom to pay them off 
as quickly as possible, for the interest charges con- 
stitute a heavy burden on the taxpayers. During 
the last eight years the average interest rate on the 
entire debt has been materially lowered and over 
eleven billion dollars of securities have been paid 
off or exchanged for securities bearing lower rates 
of interest. All of this has resulted in a saving in 
interest payments of not less than 268 million dol- 
lars a year. 

“Another important policy of the Administration 
has been to provide adequate credit for agriculture. 
Through the War Finance Corporation, the Inter- 
mediate Credit Banks, and the banks of the Farm 
Loan System, ample credit has been provided on 
easy terms and at low interest rates. This is one 
of the vital elements in the farm problem and places 
at the farmer’s disposal adequate banking facilities. 
It does not, of course, solve those other problems 
of organization, distribution, and disposal of the 
surplus, which are responsible for so many of the 
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farmer’s present troubles. These problems must 
and will be solved in other ways. 

“The disposal of the farm supplies is closely 
bound up with conditions abroad. American agri- 
culture was greatly expanded during the war to 
meet the new demands made by Europe, and since 
the war unsettled conditions there have had their 
effect on this country. One of the elements of 
uncertainty in the situation was the war debts owed 
to this country by foreign governments. So long 
as they remained unsettled they constituted an un- 
known quantity in the balance sheets of both debtor 
and creditor governments. Currencies could not be 
stabilized; credit was affected; and extension of 
trade among the various countries was seriously 
retarded. In order to put an end to such uncer- 
tainty, this Government proceeded at once to a 
settlement of the debts owed to this country by 
foreign nations and reached agreements with all 
the principal debtor nations for amounts exceeding 
eleven billion dollars. Today we are receiving pay- 
ments regularly on account of principal and interest, 
and these payments are being applied in reduction 
of our debt. 

“There are three other things which should be 
mentioned in connection with the Government’s 
financial policies. The war claims against Germany 
and Austria have been settled in a way satisfactory 
to those nations, as well as to ourselves; the loans 
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made to our railroads during the war have been 
nearly all repaid; and the charters of the Federal 
Reserve Banks have been renewed, thus insuring a 
continuation of the bank system under which we 
were able to finance the war and to pass safely 
through the reconstruction period without any 
sharp and disastrous money panics such as visited 
the country after the Civil and Spanish wars. 

“TI would like to make it clear that in the renewal 
of the charters of the Federal Reserve Banks, the 
Administration had the codperation and support of 
Democrats as well as Republicans in Congress. 
There is no desire on the part of the Administration 
to claim exclusive credit for a measure which was 
and should have been non-partisan in its character 
and supported by thinking men in both parties. 
What the Administration does claim, however, is 
that it was on its initiative and at its strong and 
insistent urging that such measures as the renewal 
of the bank charters were enacted into law, and 
that these measures form a part of the general 
policy which the Administration has undertaken to 
carry out and for which it is responsible. 

“Such is the record of the Administration as 
regards its financial policies. It is a constructive 
record and one that speaks for itself. And yet 
Governor Smith and other Democratic speakers not 
only seek to withhold credit from the Coolidge Ad- 
ministration for its undisputed achievements, such 
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as reducing debts, taxes, and expenditures, but ap- 
parently do not approve that record. They are 
careful not to specify in what respect they would 
change it, but content themselves with the charge 
that nearly eight years of good government and 
mounting prosperity do not, in their opinion, con- 
stitute a record of ‘constructive’ achievement. 

“I submit that it is a constructive record in the 
best sense of the word. What more constructive 
service can a political party render than to give a 
sound administration, under which economy is sub- 
stituted for extravagance in government and a feel- 
ing of confidence for the confusion which formerly 
existed throughout the country? Construction does 
not consist, as the opponents of the Administration 
seem to think, in following every new and untried 
social and economic theory that may be presented. 

“The extent to which the present Administration 
has succeeded in carrying out its general policy is 
an instance of what can be accomplished by an Ad- 
ministration which adopts a definite policy and ad- 
heres to it until it has been put into effect. Success, 
however, can not be achieved and was not achieved 
in this instance without a fight. Take the question 
of reduction of taxes and reform of the tax sys- 
tem, or reduction of the public debt, or the settle- 
ment of the foreign debts. All of these measures 
helped in building up that feeling of confidence 
which has been no small factor in promoting pros- 
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perity during the last three or four years. All 
were an essential part of the Administration’s gen- 
eral policy. Looking at them in retrospect, each 
one of these steps would seem not only simple and 
logical, but inevitable; and yet it would be the 
greatest mistake to assume that these results came 
about without effort. They did not just happen. 
On the contrary, the Administration was opposed 
at each step of the way in trying to carry out these 
policies. The fight for a sound tax system is so 
recent that it is unnecessary for me to call it to 
your attention. The same thing can be said of the 
debt settlements. There was violent opposition in 
Congress to the settlements recommended by the 
Debt Commission; and, even in the case of debt 
reduction, there were those who would have 
attacked the integrity of the Sinking Fund and 
would have reduced the amount paid each year into 
the fund, regardless of the increased cost to the 
taxpayers of debt payments long deferred. 

“Tn these, and in other matters, the Administra- 
tion claims to have done only what seemed to be 
the sound and sensible thing to do under the cir- 
cumstances. It has indulged in no unsound experi- 
ments nor has it sought to bring about the millen- 
nium by committing the country to financial here- 
sies. On the contrary, the men in charge have tried 
to conduct the public business on the same sound 
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business principles which they would have applied 
to their own affairs. 

“In doing this, the Republican Party has given a 
notable instance of platform promises which have 
been carried out. Under the leadership of Presi- 
dent Coolidge, it has proved itself a party of con- 
structive ability. In Mr. Hoover, it offers to the 
country an able and experienced leader, who will 
carry on the work of the present Administration. 
After a long and successful business career, he has 
held many public and official positions of the great- 
est responsibility. He has proved himself a great 
organizer, a far-seeing and resourceful executive, 
and has discharged every duty in a way to merit 
the highest praise and admiration. Based on nearly 
eight years of close association with him, I am con- 
vinced that he will give the nation a sound and suc- 
cessful administration of the government, and that 
he is supremely well qualified to deal with those 
great economic problems that influence so directly 
and to such a very large extent the prosperity of 
the country and the comfort, welfare and Happiness 
of the people.” : 


38 


IN HIS next speech, which was broadcast from 
WRC on October 29, Secretary Mellon discussed 
“Republican Policies.” Said he: 

“I wish to speak tonight of the reasons: shay I 
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consider the policies of the Republican Party more 
sound and worthy of support than those of the 
Democratic Party. I am, and always have been, a 
Republican by conviction as well as by inheritance. 
I have not, however, been such a partisan as not to 
acknowledge Democratic support which the present 
Administration has received in putting through cer- 
tain non-partisan measures, nor have I ever been 
willing to see credit withheld for things achieved 
during the Administrations of Cleveland, Wilson, 
and other Democrats. The true ends of neither 
party nor country are served by denying credit 
where it is due, and particularly are they not ad- 
vanced by indulging in the sort of misrepresentation 
and appeals to prejudice which have been such a 
regrettable feature of this campaign. 

“As between the two parties the line of cleavage 
comes—and it is a cleavage as definite and distinct 
today as it has ever been—not merely in the policies 
which they advance for attaining their ends, but 
more especially in their general attitude on certain 
fundamental questions which will be no less vital in 
their effect on the nation’s future development than 
they have been in the past. 

“Tf any one will look back upon the position of 
the two parties upon vital political issues which 
have arisen in the past and have had to be deter- 
mined by legislation or in the administration of 
government, the Republican Party has, in general, 
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been the constructive party, whose policies have 
tended to build up and to promote stability, while 
the Democratic Party has, not infrequently, cham- 
pioned measures which, if enacted into law, would 
have had the opposite effect. This was true of 
Bryan and his championship of Free Silver. It was 
true, and it is true now, of the historic position of 
the Democratic Party on the tariff. The platform 
of that Party calls for “duties that will permit 
effective competition.” This must mean, if it means 
anything, that duties shall be low enough to expose 
American goods in our home market to the com- 
petition of foreign products on a large scale. But 
we are told that the Democratic candidate favors a 
protective tariff. Certainly up to this year his rare 
public utterances on the subject would not so indi- 
cate, but quite the contrary. In his acceptance 
speech he referred to the Underwood tariff in a 
way that seemed to denote his agreement with the 
principle of that bill. Now he says he is opposed 
to a general tariff bill, but wishes to take it out of 
politics and to revise it by piece-meal, on the recom- 
mendations of an impartial tariff commission. 

“T doubt, to begin with, that business would find 
the prospect of constant changing of tariff schedules 
a reassuring one. It would be like cutting off the 
dog’s tail by inches in order to save him pain. So 
closely is the tariff interwoven into the whole tex- 
ture of our economic life, that no material change 
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could be made without necessitating far-reaching 
readjustments in business in anticipation of such a 
change. In the second place, the tariff can never be 
taken entirely out of politics so long as Congress 
must legislate on the subject; and authority to legis- 
late, of course, must always reside in Congress. 
While the Tariff Commission might report the facts 
directly to Congress, after that has been done it 
is Congress who will decide how the tariff will be 
revised, and not any subordinate board or commis- 
sion. It might be added also that, if Governor 
Smith were elected, it would be the Democratic 
membership of the Ways and Means Committee of 
the House of Representatives who would frame the 
tariff schedules in the first instance; and these 
gentlemen have given no evidence that they have 
been converted overnight to the doctrine of pro- 
tection. The statement which the Democratic Na- 
tional Chairman has induced some of his party’s 
candidates for the House and Senate to sign, while 
intended to be reassuring to the country on the 
tariff, is not convincing on this point. Nowhere in 
that statement is there a specific pledge to enact a 
protective tariff. To be sure those who signed it 
promised to disturb neither business nor the wage 
scale; but so did the Democratic platform of 1912, 
in accordance with which the Underwood tariff law 
was subsequently enacted. 

“So much for the Democratic position on the 
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tariff. The Republican Party has never deviated 
from its historic attitude on this subject. It has 
always believed, and it believes today, that the tariff 
should provide adequate protection from foreign 
competition. Only in this way can we prevent the 
inundation of the American market with cheap 
products both manufactured and agricultural, so 
that the American manufacturer and the American 
farmer shall have the full benefit of the great mar- 
ket which has been built up. 

“Our tariff policy has been largely responsible 
for the development of manufacturing in this coun- 
try. Our tariff policy and our immigration policy 
have brought to labor the highest real wages in its 
history. We have found that, by the use of labor- 
saving machinery and by manufacturing in quan- 
tity, we can increase the productive capacity per 
capita of labor and also eliminate waste. In this 
way we can pay high wages and still reduce costs, 
so that the finished products are priced low enough 
to stimulate further consumption. High wages, 
in turn, have raised the country’s purchasing 
power; and, as a result, we have today a domestic 
market of more than 115,000,000 people of great 
consumption capacity. In this market lies the in- 
dustrial power of America. Here also lies the 
power of American agriculture. That market is 
at the base of all our prosperity and makes us, to 
a large extent, independent of conditions outside of 
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our own borders. Furthermore, a study of the 
consumption of the more common commodities in 
the United States in comparison with total world 
production shows what America’s purchasing power 
means not only to industry and agriculture here, 
but to the rest of the world also. 

“The population of the United States is 7 percent 
of the total world population. Yet that 7 percent 
consumed last year 48 percent of the world’s total 
production of coffee, 3 percent of all the tin, 56 
percent of the crude rubber, 21 percent of the 
sugar, 72 percent of all the raw silk, 36 percent 
of the coal, 42 percent of the pig-iron, 47 percent 
of the copper, 69 percent of the crude petroleum; 
and, out of nearly 30,000,000 automobiles in the 
world on January 1, 1928, over 23,000,000 were 
owned in the United States. In other words, in 
this country there is an automobile for every five 
persons as compared with one for every 40 in 
France and one for every 148 in Germany. These 
figures are conclusive proof of a national prosperity 
and a standard of living worthy of most careful 
guarding. 

“Furthermore, the fact that the 7 percent of 
the world’s population, who live in the United 
States, should supply a market for such large pro- 
portions of the world’s total production of principal 
commodities is a consideration of the greatest im- 
portance to the world’s commerce, industry and 
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employment of labor. During the fiscal year end- 
ing June 30, 1928, more than four billion dollars of 
merchandise was imported into the United States. 
To those who have been misled into the belief that 
at present foreign countries can not sell to the 
United States, it will no doubt be a surprise to know 
that during the fiscal year 1928 no less than 65 per- 
cent of our total imports were entirely free of duty; 
and the fact that these imports free of duty exceed- 
ed the average yearly total of all imports both duti- 
able and free in the period 1910 to 1914 by more 
than 60 percent, will come as a revelation. 

“The United States is the largest customer in the 
world today. If we were not prosperous and were 
not able to buy, industry both here and in Europe 
would suffer. It is inconceivable to me that Ameri- 
can labor will ever consent to the abolition of pro- 
tection and allow the American standard of living 
to be brought down to the level of Europe, or that 
the American farmer could survive if the enormous 
consuming power of this country were curtailed and 
his home market destroyed. Certainly it will never 
pay us to break down the tariff barriers or to put 
into any hands, except those of the true friends of 
the protective principle, the determination of a ques- 
tion so vitally bound up with our progress and 
prosperity. 

“There is another issue closely allied to the tariff. 
That is the question of restrictive immigration. By 
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a selective immigration law, the present Adminis- 
tration has prevented the flooding of the American 
market with cheap labor. Only in this way can 
we preserve the high-wage scale made possible by 
the protective tariff. Only in this way also can we 
make sure that new infiltrations into our population 
will be of a character easily assimilated. The 
Democratic candidate, while proclaiming his belief 
in a restrictive immigration policy, is opposed to 
the existing quota basis. But it should be pointed 
out that the present law is working in a satisfactory 
manner. There is no occasion for change, except 
in so far as provisions can be modified in the inter- 
est of uniting families or other purely humanitarian 
motives. Most assuredly, a modified quota basis 
should not be used as an entering wedge for re- 
opening the whole immigration question. The Re- 
publican Party can be depended upon to adhere to 
its present sound policy on this subject. 

“Another problem which confronts the country 
is that of agriculture. The Republican Party and 
the Republican candidate have stated definitely what 
they will do in trying to solve this question. They 
have long recognized that it is a matter for most 
serious national concern. It involves not only the 
livelihood and prosperity of nearly one-third of the 
population, but, by reason of that very fact, it 
must affect also the other two-thirds from whom 
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the farmers must buy and to whom they must sell 
their products. 

“If the farming population is prosperous, the 
nation’s purchasing power is increased. It is, 
therefore, a matter of vital concern both to the 
farmer and to the country generally that some way 
be found whereby the farmer’s products can be pro- 
duced, marketed and distributed with the least du- 
plication of effort and cost, so that the farmer may 
receive a greater share of the profits and yet the 
consumer need not be obliged to pay a price so high 
as to cut down consumption. 

“A way will be found of working this out. The 
present Republican Administration might have been 
able to advance further in the solution of this prob- 
lem if some of the farmer’s friends had not blocked 
all efforts not based upon the specific plan of the 
‘equalization fee.’ But the fact that the farmers 
themselves and their friends in the Government at 
Washington have so far not been able to agree upon 
a plan, does not mean that this deadlock will con- 
tinue. Mr. Hoover has. stated that he will call a 
conference of those who best understand the nature 
of this problem; and, after a sound program has 
been evolved, J am confident that it will receive the 
strong and united support of all those who have the 
best interest of the farmers at heart. 

“The Democratic candidate has offered nothing 
more than this except in so far as he has com- 
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mitted himself to the equalization fee, if that be 
the case. In Omaha he came out in favor of the 
principle of the McNary-Haugen bill, which is to 
take care of the surplus by assessing the cost upon 
the commodities benefitted. This is the equaliza- 
tion fee, in so far as the public understands it; and, 
if Governor Smith intends to commit himself to 
this program, then not only will he involve the 
United States Government in the business of buying 
and selling agricultural products, but he will fasten 
on agriculture itself a prying and all-pervasive gov- 
ernmental bureaucracy which is full of menace not 
only to the farmer but to our traditions of govern- 
ment. 

“This the Republican Administration has refused 
to do. It is the friend of the farmer and will do 
whatever seems to be in his real interest and that of 
the country of which he is such a vital and im- 
portant part. But as a business man and a Repub- 
lican, I am distrustful of any candidate or any 
party when they offer some recently discovered 
and miraculous cure-all for economic ills. It is 
not the first time in the heat of a political campaign 
that such a cure-all has been offered by Governor 
Smith’s party. I referred before to the ‘Free 
Silver’ movement which the Democratic Party 
championed in 1896—and under circumstances very 
similar to the present ones. Those of us who lived 
through that period remember the increasing diff- 
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culties in which agriculture found itself throughout 
the 80’s and early 90’s. Due largely to an over- 
expansion of production in this country, coupled 
with a falling off in the European demand for 
grain, the price of agricultural products continued 
to drop throughout this period; the mortgage in- 
debtedness of farm lands nearly doubled; and by 
1893 the cost of raising. wheat, corn and cotton 
exceeded the prices received for those products. 

“A wave of despair swept over the South and 
West. The farmers demanded relief; and the party 
of Governor Smith seized upon the slogan of ‘Free © 
Silver’ as a cure-all for the conditions which then 
prevailed. It offered this cure-all to the country, 
as interpreted by William Jennings Bryan; and on 
that issue the campaign of 1896 was fought out. 
You remember how the country rallied to William 
McKinley and the gold standard; and how a short 
time later, with sound legislation and broadening 
world markets, there came an increased demand 
for the farmer’s products, so that agricultural 
prices of both products and land again moved up- 
ward to more satisfactory levels. 

“That was the last that was heard of ‘Free 
Silver.’ Now history is repeating itself. Again 
there is trouble in the farming industry from over- 
expansion and lack of organization, and also from 
a decrease in the purchasing power of Europe. 
Again a cure-all is proposed—the McNary-Haugen 
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principle—and again it is seized upon and offered 
to the country by the Democratic standard-bearer. 
The Republican Party offers the other road and 
promises to work out a sound program under which 
agriculture may be put more nearly in a position 
to meet modern conditions and to bring to the 
farmer a larger share of the profits accruing from 
his products. Which road shall we take? Whose 
leadership shall we trust to lead the nation to 
a sound solution of this problem? 

“The Republican Party is now, as it always has 
been, the party of progress. It has kept abreast 
of the times and has been prepared to meet new 
conditions as they arose. But it has tested each 
forward step by the light of sound economic prin- 
ciples and of established American traditions. 
It has jealously guarded and promoted individual 
initiative, which is perhaps the most powerful 
contributing factor in the forward march. It has 
ever recognized that motion is not synonymous 
with progress, but that stability is essential to 
confidence and that confidence is the very spirit 
of business enterprise. Nowhere is this more 
true than in the field of credit. Credit is a deli- 
cate structure. It is easily impaired or broken 
down by injurious laws and ill-advised policies of 
government. Any measure that tends to impede 
or divert the ordinary channels of trade and com- 
merce, or unduly burden industry, or to break 
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down values and threaten stability, or any policy 
that places the Government in competition with 
private enterprise, immediately results in impair- 
ing confidence and curtailing business progress 
and ultimately must have an adverse effect upon 
the development of the country and the welfare 
and prosperity of its people. 

“The policies of the present Administration 
have been in line with these general principles. 
Under a balanced program of debt reduction and 
tax reduction, the debt has been reduced by over 
six billion dollars and expenditures and taxes 
have each been cut by more than five million dol- 
lars a day. The Administration has taken the 
necessary steps to safeguard industry and labor 
by sound tariff and immigration legislation; it 
has encouraged and promoted foreign trade; it 
has pursued a consistent foreign policy, supported 
at home and respected abroad; and it has helped 
in the stabilization of foreign currencies and has 
thereby made sure that, in the change and flux 
of post-war conditions, the gold standard of value 
shall be restored and continued unimpaired. 

“By all of these measures the Administration 
has helped to build up and maintain prosperity. 
But what is equally important, perhaps, it has 
refused either to sponsor or to follow any econ- 
omic heresies which, if adopted, might have 
wrecked the delicate mechanism of credit or dis- 
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rupted the established channels of trade. It has 
fought off attacks on our banking system, and has 
opposed attempts to load it down with extraneous 
or impossible tasks. It has refused to throw in 
our lot with Europe or to become a part of the 
European System. On the other hand, it has 
never failed to assert our rights or to coOperate in 
advancing world progress. While refusing to 
barter away our means of self-defense or to allow 
others to place us in a disadvantageous position, 
it has taken care not to be stampeded into an in- 
crease in armaments which neither our needs nor 
world conditions justify. Some of these things 
which I have cited are on the negative as well as 
the positive side of the ledger, for good judgment 
consists as often in knowing what not to do as it 
does in taking affirmative action. 

“As a Republican, I find myself in complete ac- 
cord with the program which my Party has ad- 
vanced to solve the problems that confront us. 
That program is in line with the best traditions 
of the Republican Party. At the same time, it 
would seem that an old line Democrat, with a de- 
sire for a continuation of progress along sound 
lines, would feel more justified today in voting 
for the policies which Herbert Hoover and the 
Republican Party represent than for those which 
have been accepted by the Democratic Party 
under its new leadership. 
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“Tt is, after all, largely a question of leader- 
ship. If President Coolidge and the Republican 
Party have conducted the Government in a way 
to merit your approval, and if you are satisfied 
with a continuation of the present policies under 
Mr. Hoover, then why change? In my own busi- 
ness experience, when a management gave me a 
satisfactory balance sheet at the end of the year, 
showing a reduction in over-head, a decrease in 
indebtedness-and at the same time an increase in 
dividends, I would have been very unwilling to 
see a change in management so long as the con- 
dition of the business continued satisfactory. 

“The Government of the United States is the 
greatest business enterprise in the world. It is 
infinitely complex both in its effect on the indi- 
vidual lives of its citizens and in its relation to 
those great economic forces by which the average 
man’s welfare is so greatly affected. At the head 
of that business I want to see a man of ability, 
who is thoroughly familiar with all of its phases; 
I want to see a man who understands those econ- 
omic forces with which he must deal; and lastly 
I want him to be a man who has a feeling for and 
sympathy with the conditions under which the 
average man and woman must live, whether it be 
in the city or in the small town or on the farm. 
Herbert Hoover measures up to all of these qual- 
ifications. The Government will be safe in his 
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hands; and as a Republican and as an American 
I shall support him and vote for him because I 
believe his election will do most for the progress 
and prosperity of the country and for the larger 
welfare of the world.” 

The Democratic Party never had a worthier 
candidate than Alfred E. Smith. That “Happy 
Warrior” might have managed to safely overcome 
the double-barrelled handicap of being a wet 
Democrat, but he was a Catholic; and it will be 
many a day ere a wet Democrat who is a Catholic 
occupies the White House. It is even doubtful 
that a wet Republican who is a Catholic could 
crash the gate to the Presidency. 

There can be no doubt that Al Smith’s Cathol- 
icism lost the election for him. He made a much 
better campaign than Mr. Hoover, who gracefully 
sidestepped every issue. As the eminent Ellery 
Sedgwick, editor of the Atlantic Monthly, observed 
in a letter to the New York Herald-Tribune: 

“You may hate him or you may love him, but 
it is because of Smith that you vote at all. A few 
thousands will vote for Hoover. Millions will 
vote against Smith. Millions will vote for Smith, 
too, but nobody is going to vote against Hoover.” 

Prior to the Republican convention Secretary 
Mellon predicted that when the Grand Old Party 
met at Kansas City “we will not be selecting a 
candidate but in reality a President.” 
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And he was right. Although the “Happy 
Warrior” garnered the largest number of votes 
ever polled by a Democratic candidate, Herbert 
Hoover was elected President of the United 
States. 
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THERE IS no man in official Washington about 
whom fewer humorous stories have been told 
than Andrew Mellon. The explanation, of course, 
is that Mr. Mellon is not the type of man that 
inspires yarns of the giggle-getting variety. Of 
the few such tales that have been told about him, 
however, the following, which is vouched for by 
Collier’s, is one of the best: 

“It was at the annual banquet of a group of 
Washington correspondents. Among the guests 
of honor was Secretary of the Treasury Mellon, 
who arrived early. He was met by one of the 
committee, but before he could be escorted to his 
seat he was summoned to the telephone. ¢ 

“The Secretary made his way to the booth 
while his escort waited nearby. 

“Mr. Mellon was several minutes in conversa- 
tion with someone at the other end of the wire. 
The committeeman noticed through the glass 
door of the booth that the Secretary was talking 
and writing industriously on a small paper with 
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a small gold pencil. He filled three sheets and still 
talked on. The conversation finally concluded. 

“Mr. Mellon studied his notes for a moment 
and inquired of the committeeman whether there 
was a correspondent in the room whose name he 
gave and whose last name sounded very much 
like Mr. Mellon’s own name. The other volun- 
teered to find him and having brought him to Mr. 
Mellon there ensued a quiet conversation during 
which Mr. Mellon consulted his notes and seemed 
to be delivering an earnest message. 

“Several days later we learned what the con- 
versation was about. When Mr. Mellon placed 
the receiver to his ear in the telephone booth, he 
heard a feminine voice say: 

“Ts that you, Dearie?’ 

“ “Whom do you want to talk to?’ 

““T asked for Mr. George—’ 

“*This is Andrew—’ 

““T)o you know whether George is there?’ 

““T will try to find out for you.’ 

“ “Never mind, you'll do; will you take a mes- 
sage for him?’ 

“ “Why, yes, that is—’ 

“Here followed a lengthy line of instructions 
which caused Mr. Mellon to resort to his notebook 
and pencil. The purport of the message was that 
George should come to the apartment immediately 
after the banquet and bring a number of friends. 
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Everything had been arranged, the gentle voice 
told the Secretary of the Treasury, a number of 
live ones were present, and the bootlegger had 
produced plenty of good stuff and George would 
not need to worry on that score. 

“In his meticulous way, Mr. Mellon felt ob- 
ligated to jot down the more essential parts of the 
message. 

“You'll do that for me, won’t you?’ pleaded 
the voice. 

““T’'ll see that he gets the message.’ 

“Alrighty, that’s a dear. Goodbye.’ 

““Goodbye,’ said Mr. Mellon. 

“Secretary Mellon delivered the message with 
the same thoroughness and precision that he 
would devote to some report in the Treasury De- 
partment.” 

One night, according to a story told by a Wash- 
ington newspaper man, Mr. Mellon was invited by 
a friend to visit one of the Capital City’s numer- 
ous clairvoyants. 

“You are a very disappointed man,” said the 
somewhat psychic individual, who did not recog- 
nize her distinguished client. “You have worked 
hard all your life, but you have not been very 
successful. Better days are in store for you, how- 
ever, and I advise you to stop worrying over 
money matters, and everything will turn out all 
right.” 
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The tenants of the apartment house in which 
Secretary Mellon maintains his Washington resi- 
dence have always been on very friendly terms 
with one another. One day the lady who occupies 
the apartment directly beneath that of the Secre- 
tary of the Treasury stopped him and said: 

“Mr. Mellon, I want to ask you to do me a 
favor. You’ve been coming in rather late the last 
few nights, and I want to ask you to be a little 
more quiet, if you don’t mind. You’ve been get- 
ting home at three o’clock in the morning for over 
a week, and—’” 

“T’m very sorry that I have disturbed you,” the 
Secretary interrupted, “and I shall be more quiet 
in the future. But I don’t come home at three 
o’clock—I go to work at that time!” 
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In OctoseEr, 1928, Andrew Mellon made the only 
two speeches he has ever really enjoyed making. 
The first of these was delivered at the annual 
Founders’ Day exercises of the Carnegie Institute, 
of which he has long been a trustee. “Developing 
the Nation’s Capital” was the subject of this ad- 
dress, and because it should be of interest to every 
real American, we print it here: 

“I am glad to be here for this occasion. For 
many years, in my capacity as a trustee of the 
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“I'M NOT COMING IN AT THAT TIME—I’M GOING 


TO WORK!” 
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Carnegie Institute, I have attended the Founders’ 
Day exercises; and, since I have been in Wash- 
ington, I have looked forward each year to return- 
ing home and joining with you in celebrating the 
founding of this institution, which is doing so 
much for the cause of education and in training 
the youth of the country in a knowledge of the 
arts and sciences. 

“It is because of your interest in such things, 
that I want to speak to you on a subject some- 
what different from those usually associated with 
the work of government at Washington. It has 
to do with the beautifying of the nation’s capital 
and the carrying out of the original plan whereby 
the City of Washington shall become not only 
one of the most impressive capitals in the world, 
but one which shall be representative of the best 
that is in America. The importance of the work 
was stressed by President Coolidge in his last 
annual message to Congress, in which he said: 

*.... If our country wishes to com- 
pete with others, let it not be in the sup- 
port of armaments, but in the making of 
a beautiful Capital City. Let it express 
the soul of America. Whenever an 
American is at the seat of his Govern- 
ment, however travelled and cultured he 
may be, he ought to find a city of stately 
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proportion, symmetrically laid out and 
adorned with the best that there is in 
architecture, which would arouse his 
imagination and stir his patriotic pride. 


’ 


“Congress has made the necessary appropria- 
tion to initiate this work and to carry out the 
most important features of that long neglected 
plan of Washington and L’Enfant for the devel- 
opment of the city. The responsibility for car- 
rying out this plan, by the purchase of sites and 
the erection of buildings, was placed by Congress 
on the Secretary of the Treasury and has become, 
therefore, an integral part of Treasury activities. 

“Before entering upon a discussion of what is 
to be undertaken, it is necessary to have a clear 
understanding of the historic background against 
which this work must be done. Washington, as 
you know, was founded for the express purpose 
of being the nation’s capital. There have been 
only two other world capitals so founded—the 
former Russian capital of Petrograd, and the 
newly created city of Canberra in Australia. To 
me there has always seemed something heroic 
about the early beginning of Washington. When 
we remember that at that time the entire country 
had a population of less than six million; that 
communication was difficult and the Government 
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almost without financial resources, we marvel at 
the courage and vision of men who proceeded to 
build a city in a wilderness and to project it along 
lines so magnificent that even today we do not 
find it easy to carry their plans to completion. 
“The new capital was established in accordance 
with a provision inserted in the Constitution; and 
it thus became one of the first duties of the newly 
formed government to carry this provision into 
effect. You remember how both the Northern 
and the Southern States desired that the Federal 
Capital should be located in their territory. The 
final decision was made in a way that settled an- 
other question then agitating the public mind. 
Alexander Hamilton, as Secretary of the Treas- 
ury, had succeeded in having the Federal Gov- 
ernment assume the payment of all debts incurred 
by that government in the prosecution of the 
Revolutionary War. But the assumption of the 
debts incurred by the States was another matter. 
The States with small debts felt that it was unfair 
to ask them to help discharge the larger debts 
incurred by other States, and proposed assumption 
by the Federal Government. As it happened, the 
States with small debts were mostly in the South, 
where it was ardently desired that the capital 
should be located. Hamilton felt that assumption 
of the debts was a vital part not only of his finan- 
cial policy for establishing the public credit but 
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of that larger purpose involved in tying the States 
together in a firm and indestructible union. He 
determined, as some one has remarked, to resort 
to the expedient of ‘giving a civility in exchange 
for a loaf of bread.’ He asked Jefferson, who rep- 
resented the Southern party, to give a dinner. At 
this dinner-party, it was arranged that the capital 
city should be located in the South and in return 
the South agreed to support assumption of the 
State debts by the Federal Government. 
“Subsequently Congress authorized the capital 
to be established on the Potomac River and that 
President Washington be allowed to select the 
exact spot. He did so, with the aid of Jefferson 
and Madison; and these two, with the three Com- 
missioners appointed to prepare the new seat of 
government, gave to the city the name of Wash- 
ington and to the District the name of Columbia. 


“The President’s next step was to secure the 
services of a man who should design the city. He 
chose Major Pierre Charles L’Enfant, a young 
French engineer officer, who had served in the 
army during the Revolutionary War. 

“L’Enfant threw himself into the work with 
enthusiasm. With Washington and Jefferson he 
worked out a plan for a splendid city, with a sys- 
tem of streets running from north to south and 
from east to west. Superimposed upon this recti- 
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linear arrangement were those diagonal avenues 
radiating from the Capitol and the White House, 
as do the spokes from the hub of a wheel. . . . 

“During its first hundred years, the City of 
Washington suffered many vicissitudes. It strug- 
gled into existence as best it could with little re- 
gard for the plan of L’Enfant or any other plan. 
On the removal of the Federal Government from 
Philadelphia in 1800, the new city was almost as 
much of a wilderness as it had been a little earlier 
when the Indians of the Powhatan Tribe held 
their councils at the foot of Capitol Hill. For- 
tunately the Capitol building and the White 
House had been started before the death of Wash- 
ington, and so the main axes of the new city had 
been fixed. Both buildings were badly burned 
during the British raid on Washington in 1814, 
but were soon restored in accordance with the 
original designs; and, in the case of the Capitol, 
the wings and dome were added a few years later. 
During this same period of good taste, the Patent 
Office was built and also the present Treasury 
building, two of the architectural glories of Wash- 
ington. 

“T would like to say a word about the Treasury. 
The building in which it was originally housed 
was destroyed by the British in 1814. The new 
building, erected in its place, was destroyed by 
fire in 1833; and finally, in 1836, the present build- 
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ing was begun on the site designated by Presi- 
dent Jackson. It was commonly reported that, 
becoming wearied of the delay in selecting the 
location, General Jackson planted his cane one 
morning at the northeast corner of the present 
site and said “Here, right here, I want the corner- 
stone laid.” And it was laid there, notwithstand- 
ing the fact that, when finally completed in 1869, 
the south wing was interposed between the Capitol 
and the White House, and thus shut off the vista 
at that end of Pennsylvania Avenue... . 

Later President Grant induced Congress to give 
the city a territorial form of government; and 
under Alexander R. Shepherd, a man of extra- 
ordinary energy, courage and vision, who became 
Commissioner of Public Works, the city was 
transformed. ... During this period, one great 
work, the half-built Washington Monument, was 
carried to completion in 1884. But the Mall, on 
which it was placed, had never been properly 
developed; and throughout the entire city the 
effect for which Washington and L’Enfant strove 
was entirely lacking. 

“Such was the condition of the nation’s capital 
in 1900, when the one hundredth anniversary of 
the establishment of the seat of government in 
the District of Columbia was celebrated. At the 
invitation of President McKinley a meeting was 
held in the White House attended by many high 
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officials of the Government and by the members 
of the American Institute of Architects, then 
meeting in Washington. Interest in the L’Enfant 
Plan was revived; and shortly afterwards Senator 
McMillan secured authority from Congress for 
the appointment of a special commission of ex- 
perts, who should recommend a plan for the 
beautification and development of Washington. 

“That Commission included Daniel H. Burn- 
ham and Charles F. McKim, architects; Augustus 
Saint Gaudens, sculptor; and Frederick Law Olm- 
sted, landscape architect. It was a notable group, 
such as has seldom been brought together in one 
undertaking. ; 

“After a careful study of Washington and its 
possibilities, these men presented a report, known 
as the Plan of 1901. In it they recommended a 
return to the original plan of Washington and 
L’Enfant, with such extension of it as might be 
required to meet modern conditions and the city’s 
growth. 

“Now, I just ask you to return for a moment to 
a consideration of another vast project which will 
eventually realize L’Enfant’s dream for a great 
avenue bordering the Mall and leading from the 
Capitol to the White House. You are familiar 
with the distressing spectacle which Pennsylvania 
Avenue presents today. It is perhaps our most 
important street and certainly there is no avenue 
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of corresponding importance in any capital which 
can compare with it in sheer ugliness or lack of 
architectural dignity. It is the street over which 
our great processions pass in triumph to the 
Capitol. Yet never, in the days of either the 
ancient or the modern world, has any one seen 
before a great triumphal way bordered, through- 
out much of its length, by gasoline stations, lodg- 
ing houses, and Chinese laundries. 

“This state of affairs, I am glad to say, will 
soon be remedied. Congress has determined that 
the Capitol shall be approached by an avenue 
commensurate in dignity with its importance. 
. . . The amounts already appropriated will be used 
to initiate the most important features of the plans 
for Washington’s development, with special regard 
for the Mall and for improving Pennsylvania 
Avenue. 

“The Secretary of the Treasury was authorized 
to use this money in the purchase or condemna- 
tion of land and the erection of public buildings. 
It is intended to carry through, as rapidly as pos- 
sible, the most pressing needs as regards housing 
of government departments and activities. These 
will include a new and larger building for the in- 
creased activities of the Department of Com- 
merce; a Supreme Court building; a building for 
the Bureau of Internal Revenue; an Archives 
Building; a building for the Department of Agri- 
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culture; still another for the Department of La- 
bor, and several others besides. 

“Departmental buildings are to be placed along 
the south side of Pennsylvania Avenue from the 
Treasury to the Capitol. In addition to facing on 
Pennsylaynia Avenue, these buildings will face 
also on a grand boulevard, which is to be cut 
through the city, bordering the Mall and stretch- 
ing from the Capitol to the new Memorial Bridge 
on the Potomac near the base of the Lincoln 
Memorial. . . . It is intended that these buildings, 
while having each a separate and distinctive archi- 
tectural treatment, shall be of harmonious design 
and grouped around two large interior courts or 
plazas somewhat after the arrangement of the 
Louvre in Paris. ... 

“All of this will take time, of course. But Rome 
was not built in a day, nor for that matter was 
Paris. Paris has passed through many stages, 
each distinct from the other. The Gothic Paris 
is as different from the Paris of the Renaissance 
as the Paris of Louis XIV differs from that of 
Napoleon III. 

“And yet Washington has many advantages 
in so far as its future development is concerned. 
Its life centers around the Government, as those 
who planned the city intended it should do. There 
is no manufacturing; and the engineering and 
industrial problems, which have to be met at stich 
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expense and effort in great industrial centers like 
Pittsburgh and Chicago, are entirely absent. 
Washington is still a city of moderate size, not- 
withstanding the fact that its population has 
grown from seventy-five thousand at the time of the 
Civil War to about a half million today. But so 
long as it remains chiefly a seat of Government, 
it will retain its unique character among the cities 
of the country. More and more it will be visited 
by people who will go to Washington because of 
its beauty and their feeling of pride and personal 
ownership in the nation’s capital. 

“But there are weightier reasons than that why 
we should give our support to the effort to rebuild 
our national capital. Until -recently, America 
has been in the frontier stage as nations go. We 
were too busy about the hard realities of existence 
to have much time for the amenities. But now 
we have the opportunity and we have also the 
resources to raise the standard of taste in this 
country; and the extent to which this is being 
done has no parallel at present in any country in 
the world. 

“It has been said that in evolving the skyscraper 
we have made the only original contribution to 
architecture since the Gothic. . . . Judged by that 
standard, the Woolworth Building is a work of art, 
both because it is beautiful in itself and because it 
expresses the needs and aspirations of a great 
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people. If we can give to our office buildings 
something of the beauty of Gothic cathedrals, or 
model our banks and railroad stations after Greek 
temples, we shall, in time, provide a magnificent 
setting for the requirements of modern civilization. 

“But we must remember that, just as these things 
are architectural expressions of the nation on its 
commercial side, so should the city of Washington, 
as President Coolidge has said, express the soul of 
America. We do well, therefore, to give to it that 
beauty and dignity to which it is entitled. In doing 
so, we are not only carrying out those plans which 
Washington made so long ago for the city which 
he founded, but, at the same time, we are justifying 
that faith which he had from the beginning in the 
future greatness of America.” 
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THE SCENE of the second address was West 
Orange, New Jersey, where Secretary Mellon pro- 
sented to Thomas Alva Edison the medal which 
Congress had bestowed upon the great inventor in 
appreciation of his genius. Said Mr. Mellon: 

“Few men in the history of the world have ef- 
fected profound changes not only in the lives of 
_ their contemporaries but of all succeeding genera- 
tions. Thomas A. Edison is one of this small and 
illustrious company. In the space of a single life- 
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time he has changed the conditions under which 
men live; and, more than anyone else now living, 
has helped to bring about a new social order, based 
upon the achievements of modern science. 

“Early in life he acquired the habit of doing 
what to other men had seemed impossible. Not 
only did he astound the world with his own inven- 
tions, but he was willing always to expend his ef- 
forts in improving the work of others and helping 
to make their inventions of more practical use. In 
this way he perfected Bell’s telephone by inventing 
a transmitter which increased the volume of sound 
and gave the invention a greater commercial value. 
He assisted the inventor of the typewriter to make 
a successful working machine. He greatly de- 
veloped the use of Morse’s telegraph. Edison’s 
own inventions included the phonograph, the mimeo- 
graph, the stock-ticker, the alkaline storage battery, 
the motion-picture camera, and many others too 
numerous to mention here. But his greatest 
achievements were in the field of electricity; and 
so vast and varied have been his contributions to 
its use that there are some men who even believe 
that electricity itself is merely another one of 
Edison’s inventions. 

“It was just fifty years ago that Edison set him- 
self the task of producing an incandescent lamp that 
would burn steadily, could be manufactured cheaply, 
and used as easily as gas. Until that time the use 
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of electricity had been very limited. There were 
arc lights in use for street lighting and occasionally 
for very large interiors. The dynamo had also 
been discovered, making it possible to transform 
mechanical energy into electric current; but no way 
had been found to use this current for lighting 
purposes except for arc lighting. 

“For more than a year Edison devoted himself 
to this problem. Menlo Park was the scene of 
feverish activity; and the eyes of the world were 
on that laboratory, especially during those autumn 
months forty-nine years ago, when it was known 
that Edison was approaching nearer and nearer 
to a solution. By October 18 he had succeeded in 
carbonizing a filament of cotton. It broke before 
it could be connected with an electric current; but 
he kept at his task without stopping for sleep, and 
for three days the battle went on. At last, on the 
morning of October 21, 1879, just forty-nine years 
ago tomorrow, the lamp glowed, and a new light 
came into the world. Edison knew then that his 
patient struggle with Nature had been rewarded; 
and the world knew that the new era of electricity 
had begun. 

“Other inventions and discoveries followed in 
rapid succession. After the electric lamp came im- 
provements in the dynamo, in order to furnish the 
electric current needed. Edison organized and 
operated the first commercial central station for 
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distributing electric current for light, power and 
heat, thereby proving the commercial possibilities 
of the new invention of incandescent lighting. 
From this beginning has grown up a great industry. 
At the same time the first real impetus was given 
to the new profession of electrical engineering. 

“Time does not permit even a short review of 
Mr. Edison’s achievements. Mention must be made, 
however, of his great services to the country dur- 
ing the war. For more than two years, throughout 
1917-1918, he worked on special experiments in 
connection with war problems and gave invaluable 
assistance to this Government in its conduct of 
the war. Since that time he has continued work in 
experimenting on new commercial devices and fur- 
ther developing the usefulness and efficiency of his 
great enterprises. 

“Tt would be impossible to estimate the value to 
the world of Mr. Edison’s work. We can only 
begin to appreciate what he has done if we will 
think of the world as it existed before he appeared 
and then contrast it with conditions as they exist 
today. It is necessary only to point out a few of 
the great industries, such as the phonograph, the 
moving picture, and the electrical industries, which 
are based almost entirely on Edison’s inventions. 
In addition to these must be mentioned such indus- 
tries as the telegraph and the telephone, whic 
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were materially affected by improvements and new 
inventions made by him. 

“It is a formidable list. But just as one can not 
place a value on Mr. Edison’s work, so it is likewise 
impossible to estimate the importance of those in- 
direct influences which he has set in motion, not 
merely by his inventions but by his example. It 
has been said by eminent scientists that Mr. Edison, 
himself, for more than a generation has been an 
educational institution of the first rank. From him 
have emanated not only fresh ideas and new inven- 
tions but an influence which has inspired countless 
young men throughout the world to serve as he 
has done. 

“We like to think that Mr. Edison’s genius is 
peculiarly American. It is essentially practical and 
utilitarian. He, himself, has refused always to be 
rated as a pure scientist, but has made it clear that 
he is, before everything else, a practical worker in 
applied science and that he will be satisfied with 
nothing less than practical results. No man has a 
more complete understanding of the necessities of 
modern life, nor has any one else done so much 
both to create and to supply those necessities. All 
his great inventive skill, his untiring energy, his 
immense knowledge, his vast experience and his 
creative genius, have been used to invent and to 
perfect things which shall be not merely useful but 
also commercially available. As a result, he has 
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raised the standard of living and has added to the 
comfort and wealth of humanity. 

“Mr. Edison has never sacrificed quality. His 
has always been the instinct of the good workman, 
who felt that he must give the best that was in him 
to any task that he undertook. In an age when 
quantity, rather than quality, seems to be the goal, 
the example of a man like Edison has made for 
honesty throughout the whole fabric of modern 
industry. 

“All the world knows the Edison doctrine of 
hard work. No one has better exemplified that 
doctrine than Mr. Edison himself; and in no field 
are patient application and persistent effort more 
essential to success than in the field of applied 
science. One instinctively remembers the thousands 
of experiments which Edison made during more 
than half a cnetury. In the conquest of natural 
forces, however, something more than hard work 
is needed. There must be clear thinking and steady 
application; but behind all this must be that spark 
of genius which tells a man what to do and how to 
go about doing it. 

“It is that genius which has made possible the 
achievements of Thomas A. Edison. It has set 
him apart as one of the few men who have changed 
the current of modern life and set it flowing in new 
channels. Such men appear only at rare intervals 
in the world’s history. They belong to no nation, 
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for their fame, no less than their achievements, 
transcends national boundaries. America is proud 
that she has given such a man to the world; and, as 
an expression of what the nation feels, Congress 
has directed that a gold medal be struck in com- 
memoration of what Thomas A. Edison has done 
‘in illuminating the path of progress through the 
development and application of inventions that have 
revolutionized civilization in the last century.’ It is 
my privilege, Mr. Edison, to present to you this 
medal as a token of the high esteem and grateful 
appreciation of your country.” 


42 


Even if you don’t agree with Reed Smoot that 
Andrew W. Mellon is “the greatest Secretary of 
the Treasury this country has ever known,” you 
must admit that he has had more abuse heaped 
upon him than was the lot of any Secretary since 
Hamilton’s time. In his own party he has been 
frequently flayed by Michigan’s millionaire Senator, 
James Couzens; and Democrats in both houses of 
Congress have kept their guns trained upon him 
since it first became known that President Harding 
had his name under consideration for possible ap- 
pointment to the Treasury. 

When Congress met in December, 1928, Presi- 
dent Coolidge announced that he had been advised 
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by Secretary Mellon that there might be a Treasury 
surplus of $37,000,000 in fiscal 1929. Six days 
later the President announced that he had been re- 
advised by Secretary Mellon that the Treasury 
had underestimated by $75,000,000 the amount it 
would have to pay in tax refunds, and that there 
might be a deficit of $38,000,000 in fiscal 1929. 

During the six days between the prospective sur- 
plus and the prospective deficit, the House had voted 
various appropriations, including a loan of $12,000,- 
000 to Greece. 

Among Democrats, Secretary Mellon’s bitterest 
enemy is John Nance Garner, of Texas, author of 
the Garner tax-reduction scheme and minority 
leader of the House Ways and Means Committee. 
And it was Mr. Garner who said: 

“In order to induce you to pass it (the Greek 
loan), he (Mr. Mellon) made a misleading .. . 
and deliberately false statement as to . . . the pros- 
pects of our Treasury. . 

“. . . If I were President and he deliberately 
fixed it so that I would have to reverse myself in 
such a way, I would ask for his resignation. 

“Gentlemen, this is a fraud. Any time you give 
me information in order to pass or defeat legislation 
and that information is incorrect, that is fraud. 

Another thing that angered Mr. Garner was the 
fact that the list of tax refunds submitted to Con- - 
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gress for approval included one of $15,000,000 for 
the United States Steel Corporation. Said he: 

“Immediately after the election and after per- 
mitting the President to misrepresent the situation 
to Congress, you come in and ask for refunds on 
claims that have been pending for eleven years. Is 
there nothing which indicates that there must be 
some kind of manipulation about this?” 

Although the Steel Corporation’s claims had 
been made in 1923, they had not yet been paid, and 
Mr. Garner wanted to know why Secretary Mellon 
could not have delayed the refund just a little longer. 

“The most remarkable thing about the whole 
situation,’ Garner declared, “is that in 1925 the 
largest refund ever made in the history of the 
country was made immediately after the election.” 

House-Senate conferees had refused to indorse 
the $15,000,000 refund to the Steel Corporation 
even before Mr. Garner made his speech. They had 
referred it back to Secretary Mellon, as is often 
done, leaving him free to make the refund on his 
own responsibility if he chose. Mr. Garner did 
not hesitate to predict that the Secretary of the 
Treasury would assume the responsibility and make 
the refund, thereby courting a deficit which would 
make the corporation income tax more unpopular 
than ever and so hasten its repeal. 

As Time pointed out: 

“Tt all sounded very plausible of Mr. Garner and 
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very scheming of Mr. Mellon. The facts remained, 
however, that politics and bookkeeping are fluid 
sciences and that Mr. Garner has, in a quiet, be- 
hind-the-scenes sort of way, quite as great a repu- 
tation as Mr. Mellon in both these sciences. It 
was Mr. Garner who, by clever maneuvers and 
legislative trading, virtually wrote the last two 
revisions of the revenue law. Without going so 
far as to suspect Mr. Garner of insincerity in his 
latest attack on Mr. Mellon, colleagues familiar 
with his tactics could not help wondering if he 
might not be recruiting strength for some legis- 
lative campaign far removed from Greek loans 
and Steel refunds, a campaign for some sidelong 
objective such as a schedule in the tariff when it is 
revised next session. Or, politics and bookkeeping 
being what they are, Mr. Garner, Democrat, might 
merely have sought to embarrass Mr. Mellon, 
Republican.” 

Replying to Garner’s charges, Secretary Mel- 
lon explained that tax refunds cannot be figured 
in advance of their allowance by the Board of Tax 
Appeals, and that their payment should not be 
delayed, because the Government must pay six per- 
cent interest on them from the date of collection. 

“The Treasury,” Mr. Mellon said, “makes a 
statement and has to be responsible for it, but 
Garner can make a statement and has no responsi- 
bility.” 

291 


cAndrew W. Mellon 


This thrust brought from Mr. Garner a state- 
ment charging that the United States Treasury, 
under Andrew W. Mellon, had paid $2,000,000,000 
in refunds and secret credits to wealthy taxpayers. 
Characterizing Secretary Mellon as a “Santa Claus” 
to large corporations, Garner objected particularly 
to refunds made to the United States Aluminum 
Company, which was controlled, he claimed, by 
Mellon interests. Asserting that the Aluminum 
Company refunds amounted to $1,267,426, Garner 
said: 

“Mr. Mellon, this grand Secretary that you hear 
so much about today, this man who will never 
perish from the thoughts of the American people 
when we are gone and forgotten, sits on that side 
of the table as Secretary of the Treasury, and if 
reports are true that he owns the Aluminum Com- 
pany, Mr. Mellon, the citizen of Pittsburgh, Penn- 
sylvania, sits on this side and determines how much 
he owes the Government.” 

Demanding to know why there were such large 
discrepancies between income taxes as first paid by 
large corporations and as finally paid after deduc- 
tion of refunds and credits, Mr. Garner pleaded 
for an investigation. The House divided along 
partisan lines, however, and Secretary Mellon was 
not investigated. 
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ANDREW W. MELLON enjoys the unique distinc- 
tion of having served as Secretary of the Treasury 
under three Presidents: Harding, Coolidge and 
Hoover. Not even the immortal Alexander Hamil- 
ton, to whom Mr. Mellon has been so often com- 
pared and subordinated, could boast such a record 
as this. Hamilton served six years. Mellon, as 
this is written, is in his ninth year. 

One would think that this fact alone should be 
a sufficient guarantee of Secretary Mellon’s ability 
and integrity. But it isn’t. At least, Mr. Mellon’s 
political enemies didn’t seem to think so when 
President Hoover called a special session of the 
Senate to confirm his Cabinet appointments. 

Because the names of the two hold-over officers— 
Andrew W. Mellon and James J. Davis—were not 
included in the list submitted by President Hoover, 
the Senate was induced to adopt a resolution by 
Senator McKellar, of Tennessee, directing the 
Judiciary Committee to report: (1) whether any 
Cabinet official may legally hold office after the 
expiration of the term of the President who ap- 
pointed him; and (2) whether Secretary Mellon 
were disqualified by reason of the law forbidding 
the Secretary of the Treasury to engage in business 
or commerce, or the law forbidding Internal Reve- 
nue officers to engage in the tobacco or liquor 


business. 
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The first part of this resolution was obviously 
absurd and would not have been urged if only 
Secretary Davis had been involved. (All appointive 
officials hold office until their successor has been 
appointed and qualifies by taking the oath of office, 
unless there is a specific law to the contrary. In the 
case of the Postmaster General, there is such a 
law—he must be reappointed and confirmed every 
four years, even if the same administration con- 
tinues in office.) The second part was designed for 
the express purpose of embarrassing Secretary 
Mellon, though its proponents knew full well that 
they would never succeed in ousting him. As for 
the other charges—“‘liquor business” and “business 
or commerce”—they had been so often made, and 
Mr. Mellon had so often refuted them, that no one 
took them seriously. But the Secretary of the 
Treasury was not worried. He knew that the 
ouster movement would quietly roll over and die 
when the Judiciary Committee reported. And to 
hasten its death he explained: 

“Before. I stook. office....2.sin 1921-3. ates 
signed every office I then held in any corporation 
and resigned all my directorates. . . . I sold every 
share of stock I owned in every national bank, trust 
company or other banking institution. I then 
owned and I now own a substantial amount of stock 
in the Gulf Oil Corporation, the Aluminum Com- 
pany of America, Standard Steel Car Company and 
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other business corporations, but in every case my 
holding is very much less than a majority of the 
voting stock of such corporations. . . . My active 
connection with them was severed in 1921 as com- 
pletely as if I had died at that time... .” 

This statement so impressed the Judiciary Com- 
mittee that it readily agreed not to question Secre- 
tary Mellon further. 


44 


“TREASURY PoLicIEs”’ was the subject of an 
interesting speech which Secretary Mellon made on 
March 30, 1929. In this address, which was broad- 
cast from station WMAL, Washington, the Secre- 
tary of the Treasury said: 

“In this country tradition plays an important part 
in government. In the conduct of business, on the 
other hand, we are singularly free as a people from 
being hampered by precedent. If a bridge must be 
built or a new process developed or an industry es- 
tablished, we find the best and quickest way to do 
it and are not concerned because it was never done 
that way before. It is this initiative in blazing new 
trails, this enterprise in overcoming difficulties, that 
have made America great. 

“But in the conduct of government we have been 
slow, and rightly so, in introducing innovations. 
We have changed somewhat and can still improve 
the structure of governmental machinery, especially 
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in the coordination of related or overlapping activi- 
ties. In so far, however, as fundamental policies 
are concerned, they have been based, and are based 
today, on certain guiding principles which, with the 
passage of time, have assumed the force of great 
traditions. 

“This is particularly true as regards our financial 
policies. These policies are few in number and may 
be easily enumerated. One is the keeping of ex- 
penditures always within the revenues. Another is 
the payment of the Public Debt. A third is the levy 
of the lowest taxes consistent with the Govern- 
ment’s needs; and still another is the support of 
the Public Credit so that the financial integrity of 
the Government shall be a rock amidst the fluctu- 
ations of internal and world finance. 

“Tt is of these policies that I wish to speak. They 
are of general interest because the business of Gov- 
ernment has become so vast in extent and is so 
far-reaching in its influence that the manner in 
which it is conducted is of vital concern to every 
man, woman and child in the country. 

“In so far as keeping down expenditures is con- 
cerned, we have always believed that they should be 
kept within our revenues, and that the piling up of 
debts for current expenses, except in time of war, 
is strictly to be avoided. But before the establish- 
ment of the Budget System eight years ago, there 
was no way of knowing what our expenditures 
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would be. Each Department went to Congress and 
secured whatever it could in the way of appropria- 
tions. Since the Budget System was established, 
however, Congress has recognized the importance 
of a balanced budget and has adhered strictly to the 
policy of keeping appropriations well within the 
Budget estimates. 

“Turning now to the question of debt payments: 
no other part of our financial policy has been more 
consistently maintained than that providing for the 
prompt payment of the public debt. Even in the 
early days, after the Revolutionary War, when a 
debt of 60 million dollars with an interest charge 
of less than 5 million dollars a year constituted a 
program of the first magnitude, the newly formed 
government, with its slender resources and inade- 
quate financial machinery, set about paying its 
debts. The same thing was true after the Civil 
War. After the World War this policy was con- 
tinued and has been responsible for much of the 
progress made in paying off the debt. 

“Today that debt has been reduced to manageable 
proportions and about three hundred million dollars 
a year saved in interest charges. Eventually, as the 
debt is paid off entirely, this drain on our revenues 
will be removed and we can look forward then to a 
very great reduction in taxes. 

“Already taxes have been restored to a peace- 
time level. Over two million individuals, in the 
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lowest brackets, have been relieved of all liability 
for Federal income taxes, and the substitution of 
moderate rates for excessive ones has benefited all 
along the line. Productive business, by being re- 
lieved of oppressive rates, has found it possible to 
expand in an orderly manner. As a result, pros- 
perity has become more general; the national in- 
come has increased; and, during the year 1928, 
which set a new record for prosperity, the Govern- 
ment received revenues adequate for its needs, even 
with lower rates and fewer taxpayers. 

“This is progress in the right direction. There 
is still much that can be done and should be done 
when revenues show sufficient permanent increase. 
At present there is a growing demand for further 
reductions in taxes on earned income. It is a posi- 
tion with which I have always been in sympathy, 
as is evidenced by the recommendations which the 
Treasury made to Congress as long ago as Novem- 
ber, 1923. At that time the Treasury said: 


““The fairness of taxing more lightly in- 
come from wages, salaries and professional 
services than the income from a business or 
from investment is beyond question. In the 
first case, the income is uncertain and limited 
in duration; sickness or death destroys it and 
old age diminishes it. In the other the source 
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of income continues; it may be disposed of 
during a man’s life and it descends to his 
heirs.’ 


“The Treasury is still of this opinion and will be 
glad to see these principles still further carried into 
law whenever revenues justify such action. 

“Another place where progress can be made is 
in the administration of the tax laws. As a busi- 
ness man, I realize how the average man and 
woman throughout the country view these laws. I 
know with what impatience you face the long and 
tedious business of making out your income tax re- 
turn each year. The form which you must fill out 
doubtless seems unduly long and complicated; and 
it is not unreasonable that you should ask, first, why 
the law can not be simplified, and secondly, why 
the return can not be reduced to a few short, sim- 
ple questions and answers. 

“Believe me when I say that the Treasury appre- 
ciates and sympathizes with that point of view. 
But there is an answer to each of these questions 
and the first one is that, if the tax laws are to cover 
all the intricacies of modern business, then these 
laws must, of necessity, be technical in their pro- 
visions. Suppose, for example, that for the present 
law we should substitute the simple statement that 
‘all income shall be taxable’ at given rates, without 
any attempt to define the word ‘income’ and ignor- 
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ing all such complicated and unpleasant matters as 
exemptions, credits and deductions. What would 
happen? Neither the Treasury nor the taxpayer 
would know, for example, whether business ex- 
penses were deductible or whether a particular 
transaction gave rise to taxable gain. The result 
would be that they would be obliged to go into the 
Courts to determine tax liabilities. True simplicity 
can be attained not by omitting vitally necessary 
statements and definitions, but by making them as 
clear and brief as possible. If such statements are 
omitted in the name of simplicity, we may perhaps 
secure brevity, but it will not be true simplicity. 

“Now for the second question. An attempt is 
made each year to simplify the tax return; and it 
might be possible to shorten it still further and to 
make it seem less formidable if it were not neces- 
sary for one form to cover such a variety of cases. 
The real opportunity for improvement lies in sim- 
plifying the administration of the tax laws; and 
this the Treasury is making a determined effort to 
‘do. The Government is trying to settle each tax 
case promptly and finally and with due regard 
to the interests of both the Government and the 
taxpayer. The progress which has been made in 
this direction is encouraging. 

“It was the general rule in both State and Fed- 
eral taxation that, if a dispute arose over the 
amount to be paid, the dispute was not allowed to 
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postpone payments. This rule has been relaxed by 
the creation of the Board of Tax Appeals, where 
the taxpayer can litigate all claim for additional 
taxes before payment is required in the ordinary 
case. If, however, the taxpayer prefers to have 
recourse to the Federal Courts, then he must pay 
before bringing suit. 

“But this does not mean that the Government 
should keep money to which it is not entitled. If 
the taxpayer is dissatisfied with the amount he has 
paid, either upon his original return or as deter- 
mined by the Commissioner of Internal Revenue, a 
responsible and conscientious official of the Treas- 
ury, who has the assistance of expert technical and 
legal advice, then the taxpayer may claim a refund 
and eventually go to the Courts, if necessary. It 
is worthy of note, however, in administering this 
difficult law, and particularly the excess profits 
taxes levied during the war period, that so small 
a part of the taxes paid have had to be refunded. 

“Since 1917 the Bureau of Internal Revenue has 
collected almost 39 billion dollars and has assessed 
more than 4 billion dollars of back taxes. During 
this time it has refunded less than one billion dol- 
lars or approximately 214 percent of the amount 
collected, notwithstanding the large amounts re- 
funded under interpretative Court decisions or be- 
cause of retroactive legislation or under provisions 
of the law which can be administered only through 
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refunds. Even the credits and abatements allowed 
since 1922 have amounted to less than 2 billion dol- 
lars. It is a record of efficiency that would be hard 
to equal. And yet responsible public officials, while 
not charging dishonesty, have attempted to discredit 
this record because occasionally a refund of several 
million dollars has been made to a single taxpayer. 
They neglect to state that the taxes paid by such 
individuals or corporations often run into the hun- 
dreds of millions, of which only a small part is ever 
refunded. 

“Honest criticism, of course, is desirable and 
makes for efficiency in government. But it should 
be constructive criticism and not made in such a 
way as to increase the difficulties of administering 
a law as to which large responsibilities for adminis- 
tration must be vested in and assumed by the off- 
cials charged with its enforcement. Responsibility 
must be placed somewhere.: I am convinced that the 
enforcement of the tax laws must, of necessity, 
remain an administrative problem, not a legalistic 
one, and that any policy of administration, which 
shuns such responsibility by transferring the prob- 
lem to the Courts for solution, endangers not only 
the law but the very existence of the income tax. 

“The Treasury has not and will not evade its 
responsibilities in this respect. It is in furtherance 
of its policy never to endanger the integrity of the 
Income Tax that it has maintained a consistent atti- 
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tude with respect to the so-called ‘tax publicity’ 
question. The Treasury policy has always been that 
tax returns, and the information disclosed therein, 
should under no circumstances be open to public 
inspection. This policy is based upon the principle 
that taxpayers should be permitted to contribute 
their share of the revenue necessities of the Gov- 
ernment without subjecting their business affairs to 
the scrutiny of their competitors, the idly curious, 
the solicitors of contributions, and unscrupulous 
practitioners seeking out possible future clients. 

“This policy is not affected by the Regulations 
recently issued by the Treasury providing for the 
publication of refund decisions. What will be 
published will be a brief summary of the relevant 
facts and a citation of the statutory and applicable 
judicial authorities. It is believed that the publi- 
cation of such decisions will remove any possible 
grounds for misunderstanding or for loose and 
unfounded charges that the decisions of the Com- 
missioner of Internal Revenue are not made in 
accordance with law. 

“Now as regards the Public Credit: it has been 
the aim of the Government to carry on its own 
financial operations with the least possible disturb- 
ance either to business or to the individuals of the 
country. Fortunately, in recent years, we have 
evolved the machinery to do this. And yet there 
was a time not so very long ago, during the Span- 
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ish-American War, when, in order to float a bond 
issue of only 200 million dollars, the market had 
to be prepared and the operation carried through 
with the greatest care. 

“Compare the difficulty of that relatively small 
undertaking with the ease with which the Govern- 
ment’s vast financial operations can be carried on 
today. Last year these operations involved more 
than 10 billion dollars. Within a twelve-month 
period the Government collected over 4 billion dol- 
lars, chiefly from customs duties and income taxes. 
It paid out a like amount; and, in addition to this, 
made provision for the Third Liberty Loan which 
came due in September and amounted, at the time 
refunding operations commenced, to over 2 billion 
dollars. The Treasury was obliged to produce funds 
with which to pay off this loan, or else exchange 
part of it for other obligations bearing lower rates 
of interest and coming due:at some convenient time 
in the future. 

“It would have been difficult to do this, or even 
to carry on the Government’s usual quarterly financ- 
ing, without some such machinery as that provided 
by the Federal Reserve System. This may be seen 
by reviewing briefly how such quarterly financing 
is done. The principal source of Government funds 
is from tax payments, made on quarterly tax pay- 
ment dates on the 15th of March, June, September 
and December and deposited to the credit of the 
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Government with the Federal Reserve Banks. If 
these payments were permitted to remain in the 
Federal Reserve Banks, outside the ordinary chan- 
nels of trade until needed for Government expendi- 
tures, there would be a stringency in the money 
market every quarter until the money was dis- 
tributed to the commercial banks of the country. 
“So what the Government does to avoid this 
situation is to sell short-term notes or certificates 
timed to mature on quarterly tax-payment dates; 
and the proceeds, generally speaking, are left on de- 
posit at interest with the subscribing banks to be 
withdrawn into the Federal Reserve Banks from 
time to time as needed during the succeeding quar- 
ter for the Government’s current expenditures. 
When the tax payments are received they are used 
to pay off in whole or in part these certificates or 
notes maturing on the same date; and, in this way, 
transactions often involving half a billion dollars 
or more on each side, are cleared through the banks 
in the course of a few days without involving the 
withdrawals of these vast sums from general circu- 
lation even for a single day. If the tax payments 
and other receipts should exceed the amounts need- 
ed for expenditures for any three months’ period, 
this surplus can always be profitably applied in 
reduction of the public debt. By the use of the 
method which I have just described, the Govern- 
ment is enabled to carry on its financial operations 
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with the least possible disturbance to the business 
life of the country. 

“Such, in brief outline, are the Government’s 
financial policies. They still conform, as you see, 
to the traditions established when the Government 
was first founded. We can not do better than to 
follow those traditions and to make sure that, in 
fundamental matters, our actions square with those 
great, immutable principles which our forefathers, 
with such consummate wisdom, made a part of the 
very structure of our Government.” 


45 


ALTHOUGH it has often been charged that the 
Treasury Department has secretly doled out large 
sums of money to a favored few, Secretary Mellon 
has always been opposed to tax publicity. 

Nevertheless, when President Hoover called him 
to the White House and explained that he wanted 
the curtain of secrecy lifted from the Treasury’s 
income-tax operations, revealing the important de- 
tails of all tax refunds above $20,000, Mr. Mellon 
acquiesced. Returning to his office, he wrote the 
President a letter recommending what the President 
had suggested. It was Mr. Hoover’s turn to 
acquiesce this time, and he promptly did so. The 
necessary executive order was signed, and Secretary 
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Mellon’s recommendation (nee Hoover’s) became 
effective. 

The new policy was intended to give the public 
“the amount of the over-assessment, a brief sum- 
mary of the facts, and a citation of the applicable 
statutory or judicial authority.” Even more im- 
portant, however, was the fact that it was expected 
to create a new set of public precedents governing 
tax refunds, which would help to acquaint taxpay- 
ers with the mysterious processes of the Internal 
Revenue Bureau. 

Declaring that “unexpressed Congressional pol- 
icy” had caused him to overcome his dislike for tax- 
publicity, Secretary Mellon said: ‘The publication 
of the decisions will . . . show conclusively that 
the Treasury has nothing to hide, that there is 
nothing mysterious about tax refunds.” 

No intelligent person can fail to recognize the 
political wisdom of this move. It left the anti- 
Mellon group of Senators without a tangible excuse 
for their attacks on the Secretary of the Treasury 
—the real motives of which were partisanship and 
personal bitterness. 

Close on the heels of this remarkable change of 
policy came the rumor— 

“Secretary Mellon is going to resign!” 

To this was added the whispered explanation that 
the Secretary of the Treasury was not on amicable 
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terms with the President, and that the latter had 
demanded his resignation. 

“My attitude as to the question of resignation,” 
Mr. Mellon said, “‘is the same as Benjamin Frank- 
lin’s was under similar circumstances, when he said: 
‘I am deficient, I am afraid, in the Christian virtue 
of resignation.’ ” 

“That is good news for the whole country,’” 
wrote Arthur Brisbane in his famous Today 
column; “particularly good goods for President 
Hoover, who understands business and knows what 
it means to have in the Treasury the ablest business — 
man in America.” 

In spite of Secretary Mellon’s denial, however, 
the rumor persisted. Strolling down Pennsylvania 
Avenue one afternoon, he was approached by a 
reporter who said: 

“Mr. Secretary, there is another rumor afloat 
in New York that you resigned—” 

“T have become resigned to rumors that I have 
resigned,” Mr. Mellon replied. 

As a matter of fact, Andrew W. Mellon is not 
the resigning kind. If he were, he would have quit 
the Treasury long ago. But the heaviest bombard- 
ments of his enemies, instead of dislodging him, 
have served only to strengthen his determination to 
remain in the Treasury until it pleases him to 
leave. And that will be either at the end of his 
present term or when he wearies of his labors. At 
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any rate, no one is going to crowd him into re- 
signing. 

As for the whisper that his relations with Presi- 
dent Hoover were not as friendly as they should 
have been, that is just another line from that mod- 
ern favorite, the Old Hokum Bucket. While it is 
true that Mr. Hoover and Mr. Mellon are totally 
unlike in nearly every way, they have long admired 
and respected each other. Mr. Hoover recognizes 
Mr. Mellon as a capable and conscientious Secretary 
of the Treasury, and Mr. Mellon believes that Mr. 
Hoover is going to be a capable and conscientious 
President. So what matters it that Mr. Hoover 
considers prohibition a “noble experiment” and Mr. 
Mellon does not? What matters it that they differ 
in a thousand and one other ways? Their mutual 
admiration and respect is far greater than any of 
those differences. 


46 


WHEN THE late President Warren G. Harding 
characterized Andrew W. Mellon as “the greatest 
Secretary of the Treasury since Alexander Hamil- 
ton,” he probably thought he was paying Mr. Mel- 
lon a pretty compliment. As a matter of fact, he 
was doing him a great injustice. For the appella- 
tion, being neatly phrased and having a certain ap- 
peal, caught the popular fancy, with the result that 
Mr. Mellon’s name is hardly ever mentioned with- 
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out the addition of that subordinating title. Indeed, 
he seems destined to go down in history as “the 
greatest Secretary of the Treasury since Alexander 
Hamilton.” 

And that, we believe, is the tragedy of Andrew 
Mellon’s life. The world has changed considerably 
since Hamilton’s time, and the science of govern- 
ment finance has changed with it. Hamilton’s 
America was a howling infant; Mellon’s is a mature 
and dignified young man. The infant was poor and 
anemic; the young man is rich and powerful. How 
can the man who governs the finances of grown-up 
America be compared with the man who governed 
the finances of infant America? 

The answer, of course, is that he can’t be. No 
more than Henry Ford can be compared with the 
late Mr. Noah, or Jack Dempsey with the even later 
Mr. Moses. Silly? Yes—but no more so than a 
comparison of Andrew Mellon and Alexander 
Hamilton. 

Hamilton’s was the task of organization. Con- 
cerning this, the late Senator Henry Cabot Lodge 
wrote: 

“In the course of a year he was asked to report, 
and did report with full details, upon the raising, 
management and collection of the revenue, including 
a scheme for revenue cutters; as to the estimates 
of income and expenditure; as to the temporary 
regulation of the chaotic currency; as to navigation 
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laws and the regulation of the coasting trade, after 
a thorough consideration of a heap of undigested 
statistics; as to the postoffice, for which he drafted 
a bill; as to the purchase of West Point; on the 
great question of public lands and a uniform sys- 
tem of managing them; and upon all claims against 
the Government. Rapily and effectively the Secre- 
tary dealt with all these matters, besides drawing 
up as a voluntary suggestion a scheme for a judicial 
system. But, in addition to all this multiplicity of 
business, there were other matters, like the tem- 
porary regulation of currency, requiring peremp- 
tory settlement. Money had to be found for the im- 
mediate and pressing wants of the new government 
before any system had been or could be adopted, 
and the only resources were the empty Treasury 
and broken credit of the old confederacy. By one 
ingenious expedient or another, sometimes by pledg- 
ing his own credit, Hamilton got together what 
was absolutely needful, and without a murmur 
conquered those petty troubles when he was elab- 
rating and devising a far-reaching policy. Then 
the whole financial scheme of the Treasury Depart- 
ment, and a system of accounting, demanded at- 
tention. These intricate problems were solved at 
once, the machine constructed, and the system of 
accounts devised and put into operation; and so 
well were these difficult tasks performed that they 
still subsist, developing and growing with the na- 
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tion, but at bottom the original arrangements of 
Hamilton. These complicated questions, answered 
so rapidly and yet so accurately in the first weeks 
of confusion incident to the establishment of a new 
government, show a familiarity and preparation, as 
well as a readiness of mind, of an unusual kind. 
Yet, while Hamilton was engaged in all this be- 
wildering work, he was evolving the great financial 
policy, at once broad, comprehensive and minute, 
and after the recess in January he laid his ground 
plan before Congress in his first report on public 
credit; a state paper which marks an era in Ameri- 
can history, and by which the massive cornerstone, 
from which the great structure of the Federal Gov- 
ernment has risen, was securely laid.” 

Every reader of this book knows that the prob- 
lems which confronted Andrew Mellon. when he 
entered the Treasury were altogether different 
from those of Hamilton’s time. And not one whit 
less different are the men themselves. Secretary 
Hamilton was young, for example, while Secretary 
Mellon has passed the biblical allotment of three- 
score and ten. Hamilton was an aristocrat and so 
is Mellon, but the former was nearly always in debt, 
while the latter is one of the richest men in America. 

Andrew Mellon is a power in the Republican 
party, but Alexander Hamilton was even more than 
-that. As John Adams said shortly after he became 
President: “Hamilton is Commander-in-Chief of 
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the Senate, of the House of Representatives, of 
the heads of departments, of General Washington, 
and last—and least, if you will—of the President 
of the United States!’ 

Every powerful man has his enemies, however, 
and the first Secretary of the Treasury had even 
more than the present incumbent. Among them 
were such historically important men as James 
Madison, Thomas Jefferson, James Monroe, Aaron 
Burr and many others. Although he was admired 
by many, George Washington was probably the 
truest friend he had among those who were in 
power at that time. 

Hamilton was not a politician. Devoid of all 
feeling for the masses, it was difficult for him to 
cater to their whims. His achievements were in 
the realm of constructive statesmanship. So, too, 
are Andrew Mellon’s, but they have been colored 
by his deep feeling of sympathy for what Hamilton 
would have termed the rabble. 

“The greatest orator of our times,” is the way 
his contemporaries described Alexander Hamilton. 
A rather strange combination of financial wizard, 
foppish dresser and mighty warrior, he is the direct 
opposite of the quiet, easy-going, modest soul that 
is our Andrew Mellon. 

The latter is not an orator, but when he does 
make a speech it is always a good one, and his 
ability to speak sensibly and well never fails to 
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surprise those who think that because he seldom 
makes a speech he cannot make a good one. Asa 
matter of fact, his speeches, which are devoid of 
buncombe and cheer-leaderlike arm-waving, are of 
the highest quality. There have been noisier ora- 
tors, but none has accomplished more than the 
quiet, gentle, persuasive Andrew Mellon. 

The object of all this is not to prove that Alex- 
ander Hamilton was greater than Andrew Mellon. 
As a matter of fact, we don’t believe he was. Nor 
do we believe that Mellon is greater than Hamilton. 
Our only object has been to prove our assertion, 
made on one of the earlier pages of this book, “that 
each stands alone and that there can be no com- 
parison of either the men or their work.” 


47 


On JuNE 27, 1929, Secretary Mellon had con- 
ferred upon him the honorary degree of Doctor of 
Laws—number ten, by the way—by Trinity Col- 
lege, Hartford, Connecticut. 

“Our idea in this particular Commencement,” 
says one of the college officials, “was to recognize 
certain leaders who had achieved tangible results 
in bringing about a better understanding among 
nations, particularly between England and Amer- 
ica. We conferred the degree of Doctor of Civil 
Law upon Secretary Kellogg, the author of the 
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Kellogg Pact, and the degree of Doctor of Laws 
upon Sir Esmé Howard, British Ambassador to 
the United States; and Alanson B. Houghton, for- 
merly American Ambassador to England. In ad- 
dition, we conferred the degree of Doctor of Laws 
upon George Payne McLean, recently Senator from 
Connecticut and an important member of the Senate 
Committee on Foreign Affairs. To complete the 
picture, we included Secretary Mellon, who has 
done so much to bring about the satisfactory ad- 
justment of financial relations between the coun- 
tries.” 

In presenting Secretary Mellon to the President 
of Trinity, the Senior Proctor delivered a Latin 
address which, because of the manner in which it 
sums up Mr. Mellon’s achievements, is of distinct 
interest and is worthy of a place in these pages: 

“Hune virum, praeses reverende, artium omnium 
bonarum munificum fautorem, praefectum aerarii, 
munere fideliter et sagaciter perfunctum, qui 
magica arte ut chartae pecuniariae parvulae in 
aequo pretio cum magnis habeantur officere potest, 
atque commune aes alienum immane in bello coor- 
tum non mediocriter imminuit, et onera civium 
unius cuiusque magnopere levavit, ut post annos non 
innumerabiles liceat ut non solum otiosus, poetam 
secutus canat, 

“‘Beatus ille qui procul negotiis,’ sed etiam 
negotiosus, mutatis verbis, 
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“‘Beatus ille qui datus negotiis—solutus omni 
faenore,’ ad te duco Andream Guilielmum Mellon.” 

Another honorary degree of Doctor of Laws was 
conferred upon Secretary Mellon by Yale Uni- 
versity. 

“The State of Pennsylvania is the mother of 
national banking and finance,” said Professor 
Phelps, in presenting the degree. “It is fitting, 
therefore, that the foremost living master of this 
difficult and complex science should have been born 

. in that commonwealth. A first-class American 
business man, his career illustrates a steady rise in 
magnitude of undertaking, growth of responsibility, 
and success in accomplishment. ... No man in 
office today has given up so much with such benefit 
to the public. He is a shining example of illumi- 
nated and illuminating common sense. His clear 
thinking, based on solid wisdom, his sincerity, un- 
selfishness and devotion to the public welfare, have 
already made him one of the outstanding Cabinet 
officers in the one hundred and fifty years of the 
history of the United States.” 


48 


PsyCHOLoGISTs say that one’s hobbies are the 
best clues to one’s character and ability. If this be 
true, how shall we judge Andrew Mellon, whose 
favorite diversions are weighty problems, fine paint- 
ings and good books? 
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Does his interest in perplexing problems indicate 
his mental stature? Is his love of fine paintings 
and good books a measure of his culture? The 
answer is yes, twice. 

His taste for difficult problems is one of the 
secrets of Andrew Mellon’s extraordinary success. 
It is well known that we do best that which we 
like most. Because he loved finance, Andrew Mel- 
lon early made it a hobby rather than a labor. 
Digging into a problem is to him as biting into a 
slice of watermelon is to any small boy. And that 
is why he has succeeded in placing his name beside 
that of the greatest financial wizards in history. 

Your children and grandchildren will pay their 
rent and feed and clothe their families with paper 
money bearing the signature, 4d. W. Mellon. A 
small signature it is, but clean-cut and dignified. 
It, too, is characteristic of the man it represents. 
For Andrew Mellon is like that signature: clean-cut 
and dignified. Even the currency on which it is 
written smacks of the character and personality of 
the man who created it. Approximately two-thirds 
smaller than the paper money which has been in 
use for the past sixty-six years, this new money 
represents an annual saving to the Government of 
$552,520 on paper, $120,000 on ink, and $1,000,000 
on labor. Inspired by his natural Scotch belief in 
economy, these thrifty bills, which run from $1 all 
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the way up to $10,000, are distinctly Mellonistic 
both in design and in size. 

Not the least important of Andrew Mellon’s 
achievements is the clarification and consequent 
popularization of government finance. No other 
Secretary of the Treasury ever succeeded in making 
this complex subject so clear and interesting that 
people in every walk of life could understand and 
discuss it. 

His love of walking, horseback-riding and golf, 
combined with his unusual ability to put off until 
tomorrow that which is not today’s concern, is the 
secret of his unimpaired vigor at an age when most 
of his contemporaries are dead or retired after ca- 
reers which in few cases could approach his for 
fullness or success. Andrew Mellon believes in 
crossing one’s bridges when one reaches them, and 
not before. “Worry,” he says, “is the sport of men 
who have nothing to do and plenty of time in 
which to make a mess of doing it.” 

Before he became Secretary of the Treasury, Mr. 
Mellon spent his summers in England. There, on 
a small country estate which he rented, you could 
find him, strolling under the trees, pausing now and 
then to admire the beauties of nature. After he 
entered the Treasury, however, he sacrificed his 
vacations for several years, due to the pressure of 
his multitudinous duties. Always fond of travel, 
it pleased him mightily when he was able to resume 
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his European vacations a few years ago. Since 
then he has spent considerable time in Southern 
France, and it was once rumored that he contem- 
plated purchasing a summer home at Aix Les Bains 
on beautiful Lake Geneva. 

Quiet, patient, dignified, industrious, sincere and 
loyal—that is Andrew Mellon. No finer man than 
he has ever served the American people. And he 
is a great Secretary of the Treasury. 


THE END. 
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